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THOMAS  J.  CURRY  vV„ 

COMMISSIONER  .    «~'\f\\\£fcu'> 

rVVNieXSAVJ  °\  ^  00^  DECISION 

\)e  ON  THE  APPLICATIONS  RELATIVE  TO  THE 

REORGANIZATION  INTO  A  MUTUAL  HOLDING  COMPANY  BY 
NORTHSHORE  BANK,  A  CO-OPERATIVE  BANK,  PEABODY,  MASSACHUSETTS 


North  Shore  MHC  Co-operative  Bank  (the  "Petitioner"),  Peabody,  Massachusetts,  is  being  formed 
by  North  Shore  Bank,  A  Co-operative  Bank  ("North  Shore"),  Peabody,  Massachusetts  as  part  of  a  multi- 
step  reorganization  which  will  result  in  the  formation  of  a  mutual  holding  company  known  as  North  Shore 
Bancorp  (the  "Holding  Company"),  headquartered  at  32  Main  Street,  Peabody,  Massachusetts  and  a 
subsidiary  stock  savings  bank  operating  under  the  name  of  North  Shore  Bank,  A  Co-operative  Bank  with 
its  main  office  located  at  that  address.  Certain  parts  of  this  multi-step  transaction  have  required 
applications  to  the  Board  of  Bank  Incorporation  which  held  a  public  hearing  on  the  matters  before  it  on 
September  25,  1997.  Applications  have  been  made  to  the  Division  for  the  formation  of  the  mutual 
holding  company  pursuant  to  Massachusetts  General  Laws  chapter  167H,  section  3  and  the  merger  of 
North  Shore  Bank,  A  Co-operative  Bank  into  the  subsidiary  stock  bank  formed  in  the  reorganization. 
North  Shore  Interim  Co-operative  Bank,  pursuant  to  Massachusetts  General  Laws  chapter  170,  section  25 
and  chapter  167H,  section  7,  clause  2. 

The  reorganization  will  result  in  the  Petitioner  becoming  a  mutual  holding  company  with  a  stock 
co-operative  bank  subsidiary.  That  subsidiary  will  be  known  as  North  Shore  Interim  Co-operative  Bank 
Following  the  reorganization,  North  Shore  will  merge  with  and  into  North  Shore  Interim  Co-operative 
Bank  under  the  charter  and  by-laws  North  Shore  Interim  Co-operative  Bank  ("Subsidiary  Bank")  and  name 
of  North  Shore  Bank,  A  Co-operative  Bank. 
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In  accordance  with  the  provisions  of  said  chapter  167H  and  170,  the  Petitioner  and  its  related 
entity  have  submitted  the  requisite  documents  and  information  relative  to  these  transactions.  Notice  had 
been  given  to  its  depositors  and  to  the  public.  The  deadline  for  filing  comments  ended  on  October  7, 
1997.  Consequently,  the  reorganization  and  merger  have  been  considered  in  conformity  with  relevant 
statutory  and  regulatory  provisions. 

The  applications  and  supporting  documents,  as  amended,  have  established  an  extensive  record  on 
these  petitions  which  have  been  reviewed  in  light  of  the  statutory  provisions  and  polices  of  the  Division. 
Those  statutory  requirements  necessitate  that,  among  other  things,  the  Division  consider  whether  the 
reorganization  will  be  unfair  to  the  depositors  of  the  Petitioner  and  whether  the  public  will  be  served  by 
this  transaction.  Similarly,  the  merger  must  be  found  to  promote  public  convenience  and  advantage, 
including  a  showing  of  net  new  benefits,  and  not  to  unreasonably  affect  competition  among  banking 
institutions.  Having  considered  the  record  established  in  these  applications,  the  Division  has  determined 
that  statutory  and  administrative  considerations  support  approval  of  the  reorganization  and  subsequent 
merger.  In  making  those  findings,  the  Division  has  noted  that  North  Shore  has  a  "Satisfactory"  rating  for 
its  performance  under  the  Community  Reinvestment  Act. 

In  accordance  with  these  findings  and  pursuant  to  statute,  I  hereby  approve  the  reorganization 
including  the  merger  of  North  Shore  with  and  into  North  Shore  Interim  Co-operative  Bank  subject  to  the 
submission  to  the  Division  of  a  favorable  tax  ruling,  opinion  of  counsel  or  other  opinion  of  recognized 
experts  in  the  field  of  taxation  no  later  than  at  the  time  of  closing  of  the  transaction  and  the  following 
considerations: 


1.  The  reorganization  shall  not  be  consummated  until  all  additional 
regulatory  approvals  have  been  obtained. 

2.  Commencing  with  the  transaction's  effective  date,  the  Division's 
minimum  capital  requirements  for  the  Subsidiary  Bank  and  the  Holding 
Company  are  as  follows: 


-3- 


a.  the  Subsidiary  Bank's  Tier  1  leverage  capital  ratio  must 
equal  or  exceed  4%,  or  any  such  higher  amount  as 
specified  within  any  formal  or  informal  regulatory  action 
document  required  by  the  Division,  the  Federal  Deposit 
Insurance  Corporation  or  the  Federal  Reserve,  based 
upon  the  Subsidiary  Bank's  most  recent  Federal  Deposit 
Insurance  Corporation  Report  of  Condition  and  Income 
and  any  amendments  thereto.  The  amount  of  capital 
shall  be  calculated  in  accordance  with  12  CFR  Part  325. 

b.  the  Holding  Company's  consolidated  Tier  1  leverage 
capital  ratio  must  equal  or  exceed  4%,  or  any  such 
higher  amount  as  specified  within  any  formal  or  informal 
regulatory  action  document  required  by  the  Division,  the 
Federal  Deposit  Insurance  Corporation  or  the  Federal 
Reserve,  based  upon  its  most  recent  call  report  or  any 
amendment  thereto  as  reported  to  the  federal  or  state 
authority;  and 

c  if  the  minimum  capital  ratios  fall  or  would  fall  below 

those  stated  in  clauses  a  and  b,  the  Commissioner  may 
impose  further  conditions  or  restrictions  on  the  payment 
of  dividends.  There  will  be  no  dividend  restrictions 
other  than  those  found  in  Massachusetts  General  Laws 
chapter  172,  section  28,  so  long  as  the  minimum  capital 
ratios  set  out  herein  are  maintained. 

3.  After  the  completion  of  the  reorganization 

a.  the  Holding  Company  may  engage  in  only  such  activities 
as  are  now  or  may  hereinafter  be  activities  authorized  for 
a  mutual  holding  company  under  section  7  and  other 
applicable  provisions  of  chapter  167H  and 

b.  the  Subsidiary  Bank  may  engage  in  any  investment  or 
activity  which  it  may  from  time  to  time  engage  in  as  a 
state-chartered  savings  bank  in  stock  form. 

4.  That  the  proposed  merger  shall  not  become  effective  until  a  Certificate 
of  Consolidation  signed  by  the  Presidents  and  Clerks  or  other  duly 
authorized  officers  of  each  bank  indicating  that  each  institution  has 
complied  with  the  provisions  of  Massachusetts  General  Laws  chapter  170, 
section  25,  and  chapter  167H,  section  7,  clause  (2)  has  been  returned  with 
my  endorsement. 

5.  That  Articles  of  Organization  and/or  Charter  documents  and  Articles  of 
Merger  be  placed  on  record  with  the  Office  of  the  Secretary  of  State. 


i 
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That  the  proposed  merger  be  consummated  within  one  year  of  the  date 
of  this  Decision. 


> 
( 


January  21,  1998 
Date 


Commissioner  of  Banks 


W*1 
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THOMAS  J.  CURRY        \)ep0^,V 

COMM,SS,ONER  DECISION 

ON  THE  APPLICATIONS  RELATIVE  TO  THE 

REORGANIZATION  INTO  A  MUTUAL  HOLDING  COMPANY  BY 

BROOKLINE  SAVINGS  BANK,  BROOKLINE,  MASSACHUSETTS 

AND  OTHER  RELATED  TRANSACTIONS 


Brookline  De  Novo  Savings  Bank  (the  "Petitioner"),  Brookline,  Massachusetts,  is  being  formed  by 
Brookline  Savings  Bank  ("Brookline"),  Brookline,  Massachusetts  as  part  of  a  multi-step  reorganization 
which  will  result  in  the  formation  of  a  mutual  holding  company  known  as  Brookline  Bancorp,  M.H.C.  (the 
"Holding  Company"),  headquartered  at  160  Washington  Street,  Brookline,  Massachusetts  and  a  subsidiary 
stock  savings  bank  operating  under  the  name  of  Brookline  Savings  Bank  with  its  main  office  located  at  that 
address.  Certain  parts  of  this  multi-step  transaction  have  required  applications  to  the  Board  of  Bank 
Incorporation  which  also  held  a  public  hearing  on  the  matters  before  it  on  December  22,  1997.  Applications 
have  been  made  to  the  Division  for  the  formation  of  a  mutual  holding  company  pursuant  to  Massachusetts 
General  Laws  chapter  167H,  section  3  and  the  merger  of  Brookline  Savings  Bank  (organized  in  mutual 
form)  into  a  subsidiary  stock  bank  formed  in  the  reorganization  pursuant  to  Massachusetts  General  Laws 
chapter  168,  section  34  and  chapter  167H,  section  7,  clause  2  and  the  Division's  regulations  implementing 
said  chapter  1 67H,  209  CMR  33.00,  Subpart  C. 

The  reorganization  also  involves  additional  features  that  have  heretofore  not  been  presented  to  the 
Division.  In  the  instant  case,  the  Holding  Company  will  establish  a  stock  intermediate  holding  company 
subsidiary,  Brookline  Bancorp,  Inc.,  ("Bancorp")  which  will  own  100%  of  the  stock  subsidiary  bank.  The 
authority  to  establish  such  a  mid-tier  holding  company  is  authorized  under  regulationsof  the  Division.  The 
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intermediate  stock  holding  company  will  also  issue  a  minority  interest  of  its  stock  pursuant  to  209  CMR 
33.27.  The  proposed  stock  issuance  would  be  the  first  such  transaction  involving  a  state-chartered  bank 
which  has  reorganized  into  a  mutual  holding  company.  The  reorganization,  formation  of  the  intermediate 
holding  company,  and  stock  issuance  are  discussed  below. 

There  are  currently  fourteen  mutual  holding  companies  of  state-chartered  banks  operating  in  the 
Commonwealth.  Five  other  banks,  including  Brookline,  are  in  the  process  of  conducting  such  a 
reorganization.  Due  to  the  significant  interest  in  this  form  of  corporate  structure,  the  Division  promulgated 
comprehensive  regulations  to  further  implement  the  mutual  holding  company  statute,  chapter  167H  of  the 
General  Laws  which  became  effective  in  1988.  The  provisions  were  added  as  Subpart  C  to  the  Division's 
conversion  regulations,  209  CMR  33.00  et.  seq.  Subpart  C  was  added  in  1995  to  establish  requirements  for 
such  a  reorganization  including  detailed  regulatory  review  standards;  mandatory  contents  of  reorganization 
plans  and  related  procedural  requirements  and  safeguards.  It  also  established  the  framework  for  the 
issuance  of  minority  shares  of  stock  b>  the  subsidiary  bank  of  the  mutual  holding  company  pursuant  to  the 
required  stock  issuance  plan.  The  amendments  which  became  effective  on  January  9  of  this  year,  allow  for 
the  formation  of  a  mid-tier  stock  holding  company  and  the  issuance  of  stock  by  the  mid-tier  entity.  From  a 
broad  policy  standpoint,  the  Division  has  initiated  these  actions  to  provide  state-chartered  banks  increased 
flexibility  and  strategic  and  business  options  under  the  mutual  holding  company  structure.  As  stated  in 
Subpart  C,  the  regulations  also  serve  to  protect  and  preserve  the  interests  and  rights  of  depositors  of  a 
reorganizing  or  reorganized  bank.  The  regulations  and  the  conditions  set  out  in  this  Decision  also  ensure 
that  the  Division's  supervisory  authorities  and  regulatory  safeguards  continue  in  place  upon  completion  of 
the  reorganization. 


I 

t 
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I.  REORGANIZATION 

The  reorganization  will  result  in  the  Petitioner  becoming  a  mutual  holding  company  with  a  stock 
savings  bank  subsidiary.  That  subsidiary  will  also  be  known  as  Brookline  Savings  Bank.  Following  the 
reorganization,  Brookline  Savings  Bank  (organized  in  mutual  form)  will  merge  with  and  into  Brookline 
Savings  Bank  (organized  in  stock  form)  under  the  charter  and  by-laws  of  Brookline  Savings  Bank 
(organized  in  stock  form)  ("Subsidiary  Bank")  and  name  of  Brookline  Savings  Bank. 


In  accordance  with  the  provisions  of  said  chapters  167H  and  168,  the  Petitioner  and  its  related 
entity  have  submitted  the  requisite  documents  and  information  relative  to  these  transactions.  Notice  has 
been  given  to  its  depositors  and  to  the  public.  The  deadline  for  filing  comments  after  the  public  hearing 
ended  on  January  16,  1998.  Consequently,  the  reorganization  and  merger  have  been  considered  in 
conformity  with  relevant  statutory  and  regulatory  provisions. 

The  applications  and  supporting  documents,  as  amended,  have  established  an  extensive  record  on 
these  petitions  which  have  been  reviewed  in  light  of  the  statutory  provisions  and  policies  of  the  Division. 
Due  to  the  multi-step  aspects  of  the  transaction,  the  Division  required  that  the  Corporators  vote  separately 
on  (1)  the  reorganization  into  a  mutual  holding  company  and  the  establishment  of  Bancorp;  and  (2)  the 
stock  issuance.  A  vote  of  the  Corporators  in  favor  of  the  former  action  occurred  on  November  24,  1997. 
Those  statutory  requirements  necessitate  that,  among  other  things,  the  Division  consider  whether  the 
reorganization  will  be  unfairto  the  depositors  of  the  Petitioner  and  whetherthe  public  will  be  served  by  this 
transaction.  Similarly,  the  merger  must  be  found  to  promote  public  convenience  and  advantage,  including  a 
showing  of  net  new  benefits,  and  not  to  unreasonably  affect  competition  among  banking  institutions. 
Having  considered  the  record  established  in  these  applications,  the  Division  has  determined  that  statutory 
and  administrativeconsiderationssupport  approval  of  the  reorganizationand  subsequent  merger.  In  making 
those  findings,  the  Division  has  noted  that  Brookline  Savings  Bank  has  a  "Satisfactory"  rating  for  its 
performance  under  the  Community  Reinvestment  Act. 


,.»' 


In  accordance  with  these  findings  and  pursuant  to  statute,  I  hereby  approve  the  reorganization 
including  the  merger  of  Brookline  Savings  Bank  (organized  in  mutual  form)  with  and  into  Brookline 

i 

i  Savings  Bank  (organized  in  stock  form)  subject  to  the  submission  to  the  Division  of  a  favorable  tax  ruling, 

I 

f  opinion  of  counsel  or  other  opinion  of  recognized  experts  in  the  field  of  taxation  no  later  than  at  the  time  of 

closing  of  the  transaction  and  the  following  considerations: 

l 
i 

1.  The  reorganization  shall  not  be  consummated  until  all  additional 
regulatory  approvals  have  been  obtained. 

2.  Commencing  with  the  transaction's  effective  date,  the  Division's  minimum 
capital  requirements  for  the  Subsidiary  Bank,  Bancorp  and  the  Holding 
Company  are  as  follows: 

a.  the  Subsidiary  Bank's  Tier  1  leverage  capital  ratio  must 
equal  or  exceed  4%,  or  any  such  higher  amount  as 
specified  within  any  formal  or  informal  regulatory  action 
document  required  by  the  Division,  the  Federal  Deposit 
Insurance  Corporation  or  the  Federal  Reserve,  based  upon 
the  Subsidiary  Bank's  most  recent  Federal  Deposit 
Insurance  Corporation  Report  of  Condition  and  Income 
and  any  amendments  thereto.  The  amount  of  capital  shall 
be  calculated  in  accordance  with  12  CFR  Part  325. 

b.  the  Holding  Company  and  Bancorp's  consolidated  Tier  1 
leverage  capital  ratio  must  equal  or  exceed  4%,  or  any 
such  higher  amount  as  specified  within  any  formal  or 
informal  regulatory  action  document  required  by  the 
Division,  the  Federal  Deposit  Insurance  Corporation  or 
the  Federal  Reserve,  based  upon  its  most  recent  call 
report  or  any  amendment  thereto  as  reported  to  the  federal 
or  state  authority;  and 

c.  if  the  minimum  capital  ratios  fall  or  would  fall  below 
those  stated  in  clauses  a  and  b,  the  Commissioner  may 
impose  further  conditions  or  restrictions  on  the  payment 
of  dividends.  There  will  be  no  dividend  restrictions  other 
than  those  found  in  Massachusetts  General  Laws  chapter 
172,  section  28,  so  long  as  the  minimum  capital  ratios  set 
out  herein  are  maintained. 
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Afterthe  completion  of  the  reorganization 


authorized  for  a  mutual  holding  company  under  section  7 
and  other  applicable  provisions  of  chapter  1 67H  and 


5.  That  Articles  of  Organization  and/or  Charter  documents  and  Articles  of 
Merger  be  placed  on  record  with  the  Office  of  the  Secretary  of  State. 

6.  That  the  proposed  "merger  be  consummated  within  one  year  of  the  date  of 
this  Decision. 


As  a  state-chartered  mutual  holding  company,  Brookline  Bancorp,  M.H.C.,  will  operate  under  a 
corporate  structure  which  retains  its  mutuality  and  its  attendant  fiduciary  duty  to  protect  ongoing  depositor 
interests.  This  corporate  attribute  would  otherwise  be  eliminated  in  a  full  or  standard  conversion  to  stock 
form  under  Subpart  A  of  the  regulations.  That  mutuality  is  retained  in  the  form  of  the  mutual  holding 
company  which  is  governed  by  a  board  of  corporators.  Moreover,  as  the  parent  company,  a  mutual  holding 
company  controls  the  subsidiary  banking  institution  formed  in  the  reorganization,  or  as  now  allowed  by 
regulation,  any  intermediate  holding  company.  That  control  is  reflected  by  statute  and  regulation  which 
require  the  mutual  holding  company  to  hold  no  less  than  fifty-one  percent  of  the  combined  voting  power  of 
all  classes  of  securities  of  the  subsidiary  banking  institution.  Although  this  transaction  involving  Brookline 


a.  the  Holding  Company  and  Bancorp  may  engage  in  only 

such  activities  as  are  now  or  may  hereinafter  be  activities 


' 


b.  the  Subsidiary  Bank  may  engage  in  any  investment  or 

activity  which  it  may  from  time  to  time  engage  in  as  a 
state-chartered  savings  bank  in  stock  form. 

4.  That  the  proposed  merger  shall  not  become  effective  until  a  Certificate  of 

Consolidation  signed  by  the  Presidents  and  Clerks  or  other  duly  authorized 
officers  of  each  bank  indicating  that  each  institution  has  complied  with  the 
provisions  of  Massachusetts  General  Laws  chapter  168,  section  34  and 
chapter  167H,  section  7,  clause  (2)  has  been  returned  with  my 
endorsement  thereon. 


k 


3 

BR 


-6- 


has  numerous  steps  as  discussed  herein,  it  will  upon  consummation  of  all  related  proposals,  operate  as  a 
mutual  holding  company. 

II.  FORMATION  OF  BROOKLINE  BANCORP,  INC. 

In  connection  with  the  reorganization  and  pursuant  to  209  CMR  33.31,  the  Holding  Company 
proposes  to  establish  a  subsidiary  holding  company,  Bancorp  as  a  direct  subsidiary  for  the  purpose  of 
holding  100%  of  the  stock  of  the  subsidiary  bank  formed  in  the  reorganization.  Under  this  corporate 
structure,  an  intermediate  stock  holding  company  is  between  the  mutual  holding  company  and  its  stock 
banking  institution.  A  two  tier  subsidiary  bank  holding  company  format  is  viewed  by  some  as  a  more 
advantageous  form  of  corporate  structure.  As  a  subsidiary  holding  company.  Bancorp  shall  be  subject  to 
the  Division's  supervision,  regulation  and  examination  under  General  Laws  chapter  167H  and  its 
implementing  regulations  209  CMR  33.00  et  seq.  The  Division's  regulations  contain  numerous  safeguards 
against  potential  abuse  of  this  structure  which  protect  depositor  interests.  The  regulations  include 
limitations  on  the  powers  and  investments  of  subsidiary  holding  companies,  including  limitations  on 
activities,  stock  pledges,  dividend  waivers  and  stock  repurchase  programs;  limit  the  circumstances  under 
which  a  mutual  holding  company  may  fully  convert  to  stock  form;  and  preserve  and  protect  depositor 
rights,  including  preferential  subscription  rights  in  minority  stock  offerings  and  their  liquidation  rights  in 
the  mutual  holding  company.  Based  upon  review  of  all  applicable  documents  and  subject  to  applicable  law, 
I  hereby  approve  the  establishment  of  Bancorp  provided  that  in  the  case  of  the  stock  issuance  by  it 
discussed  hereinafter,  the  aggregate  amount  of  outstanding  stock  of  Bancorp  owned  by  persons  other  than 
the  Holding  Company  shall  be  no  more  than  47%  of  Bancorp's  total  outstanding  stock  and  provided  further 
that: 


1.  Bancorp  shall  be  subject  to  all  procedural  and  substantive  requirements 

imposed  by  209  CMR  33.27(4)  including,  but  not  limited  to,  compliance 
with  209  CMR  33.08(6)(c)  limiting  the  acquisition  of  shares  during  the 
three  years  following  the  stock  issuance. 
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2.  That  the  Division's  approval  must  be  obtained  for  Bancorp's  Articles  of 
Organization  and  by-laws.  Subsequent  prior  approval  of  the  Division 
must  be  obtained  for  any  changes  to  such  documents  including  but  not 
limited  to  the  creation,  increase,  designation  and  preferences  to  any  class 
of  stock.  Stock  may  only  be  issued  with  such  approval  and  in  accordance 
with  209  CMR  33.31. 

3.  Bancorp  must  hold  all  of  the  issued  and  outstanding  shares  of  common 
stock  of  Brookline  and  Brookline  may  not  issue  any  other  class  of  equity 
security. 


Division  has  reviewed  the  extensive  and  detailed  business  plan  submitted  by  Brookline.  The  proposals  set 
out  therein  were  the  subject  of  extended  internal  analysis  as  well  as  additional  discussions  with 
representatives  of  Brookline.  A  business  plan  is  reviewed  to  determine,  among  other  things,  whether  it  is 
reasonable,  provides  for  the  prudent  deployment  of  capital  and  is  achievable  within  the  ordinary  course  of 
business  as  set  out  in  the  plan.  The  management  resources  of  the  institution  must  also  be  adequate  for  the 
satisfactory  implementation  of  the  plan.  The  Division's  analysis  of  the  businessplan  filed  by  Brookline  met 
each  of  the  review  standards  and  was  consistent  with  safe  and  sound  banking  practices.  The  Division  has 
previously  stated  that  as  a  matter  of  policy,  it  expects  all  subsequently  converted  institutions  to  vigorously 
implement  and  achieve  the  stated  objectives  in  their  business  plans  which  were  submitted  in  connection 
with  their  stock  conversions.  This  policy  is  applicable  to  a  subsidiary  banking  institution  of  a  mutual 
holding  company  which  issues  stock  directly  or  by  a  mid-tier  holding  company. 

The  Division  has  also  independently  reviewed  and  analyzed  the  Appraisal  Report  prepared  by 
Feldman  Financial  Advisors,  Inc.  as  of  November  7,  1997.  Consideration  has  also  been  given  to 
Brookline's  written  response  to  issues  raised  by  the  Division  as  well  as  comments  received  on  the  valuation 
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III.  BROOKLINE  BANCORP,  INC.  STOCK  ISSUANCE  PLAN 

As  part  of  these  transactions,  Bancorp  has  requested  the  approval  of  the  Division  pursuant  to  209 

CMR  33.27  to  issue  up  to  47%  of  its  shares  to  the  public.  The  reorganization  plan,  however,  provides  that 

en 

up  to  49%  of  its  shares  may  be  sold.   In  conjunction  with  its  consideration  of  the  stock  issuance  plan  the 
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process.  Prior  to  consummation  of  the  stock  issuance,  the  appraisal  report,  as  required  by  209  CMR  33.00 
et.  seq.  must  be  updated  by  Feldman  Financial  Advisors,  Inc.  and  submitted  to  the  Division  for  additional 
review.  

In  conjunction  with  the  stock  issuance,  numerous  documents  must  be  filed  with  the  Division.  Staff 
has  devoted  significant  time  to  review  and  comment  on  all  such  materials.  Such  reviews  are  done  not  only 
to  ensure  that  all  statutory  and  regulatory  requirements  are  adhered  to  but  also  to  ensure  that  meaningful 
information  and  disclosures  are  provided  to  depositors  with  subscriptions  rights  as  well  as  other  eligible 
investors.  The  submitted  documents  were  reviewed  at  length.  Significant  substantive  and  technical 
changes  and  revisions  were  required  to  be  made  based  on  comments  by  the  Division. 

Based  upon  a  review  of  such  submitted  documents  a  determination  that  the  provisions  of  209  CMR 
33.28  have  been  met  and  in  accordance  with  other  applicable  provisions  of  209  CMR  33.00  et  seq..  I 
hereby  authorize  Bancorp  to  commence  the  subscription  offering  on  or  after  January  27,  1 998  subject  to  the 
following  conditions: 


1 .  That  all  solicitation  material  to  be  used  in  connection  with  the  offering  has 

been  submitted  to  the  Division  for  its  approval  and  no  substantive  change 
to  any  document  is  to  be  made  without  the  prior  approval  of  the  Division. 
No  additional  solicitation  material  may  be  used  without  the  prior  approval 
of  the  Division. 


Certificate  of  Assistant  Clerk  certifying  that  Corporators  approved  the  stock  issuance  plan  at  a  special 
meeting  held  on  January  12,  1998;  Appraisal  Report  prepared  by  Feldman  Financial  Advisors,  Inc.  as  of 
November  7,  1997;  Bound  draft  Prospectus;  Questions  and  answer  pamphlet;  Stock  order  form  with 
instructions;  Solicitation  letter  to  depositors;  Broker  dealer  letter;  Potential  investor  letter  (non- 
customers);  Stock  order  acknowledgment  letter;  Stock  certificate  letter;  Lobby  poster;  Press  release- 
offering  commences;  Press  release-offering  completed;  Folder  brochure;  Tombstone  advertisement;  and 
Stocksram. 


No  final  approval  to  the  issuance  of  the  stock  will  be  given  until  (1)  the 
Division  has  approved  the  list  of  proposed  subscribers;  (2)  an  updated 
appraisal  has  been  submitted  and  approved  by  the  Division;  and  (3)  final 
Articles  of  Organization/Charter  of  Brookline  Bancorp  MHC,  Brookline 
Bancorp,  Inc.,  and  Brookline  Savings  Bank  has  been  approved  by  the 
Division  for  filing  with  the  Office  of  the  Secretary  of  State. 

No  more  than  47%  of  the  shares  of  Bancorp  may  be  issued  without  the 
prior  approval  of  the  Division. 


The  several  approvals  provided  herein  for  the  reorganization,  the  establishment  of  the  intermediate 
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holding  company  and  the  issuance  of  stock  authorize  a  corporate  structure  providing  for  a  mutual  holding 
company  as  the  parent  of  a  intermediate  holding  company  which  serves  as  the  direct  parent  of  the 
subsidiary  banking  institution.  This  corporate  structure  is  headed  by  the  mutual  holding  company.  The 
mutual  holding  company,  among  other  obligations,  retains  the  fiduciary  duty  to  ensure  that  the  interests  of 
the  depositors  are  protected  and  preserved  within  this  corporate  structure. 


January  27,  1998 


Date 


Commissioner  of  Banks 
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process.  Prior  to  consummation  of  the  stock  issuance,  the  appraisal  report,  as  required  by  209  CMR  33.00 
et.  seq.  must  be  updated  by  Feldman  Financial  Advisors,  Inc.  and  submitted  to  the  Division  for  additional 
review.  

In  conjunction  with  the  stock  issuance,  numerous  documents  must  be  filed  with  the  Division.  Staff 
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to  ensure  that  all  statutory  and  regulatory  requirements  are  adhered  to  but  also  to  ensure  that  meaningful 
information  and  disclosures  are  provided  to  depositors  with  subscriptions  rights  as  well  as  other  eligible 
investors.  The  submitted  documents  were  reviewed  at  length.  Significant  substantive  and  technical 
changes  and  revisions  were  required  to  be  made  based  on  comments  by  the  Division. 

Based  upon  a  review  of  such  submitted  documents  a  determination  that  the  provisions  of  209  CMR 
33.28  have  been  met  and  in  accordance  with  other  applicable  provisions  of  209  CMR  33.00  et.  seq..  I 
hereby  authorize  Bancorp  to  commence  the  subscription  offering  on  or  after  January  27,  1 998  subject  to  the 
following  conditions: 


1 .  That  all  solicitation  material  to  be  used  in  connection  with  the  offering  has 

been  submitted  to  the  Division  for  its  approval  and  no  substantive  change 
to  any  document  is  to  be  made  without  the  prior  approval  of  the  Division. 
No  additional  solicitation  material  may  be  used  without  the  prior  approval 
of  the  Division. 


Certificate  of  Assistant  Clerk  certifying  that  Corporators  approved  the  stock  issuance  plan  at  a  special 
meeting  held  on  January  12,  1998;  Appraisal  Report  prepared  by  Feldman  Financial  Advisors,  Inc.  as  of 
November  7,  1997;  Bound  draft  Prospectus;  Questions  and  answer  pamphlet;  Stock  order  form  with 
instructions;  Solicitation  letter  to  depositors;  Broker  dealer  letter;  Potential  investor  letter  (non- 
customers);  Stock  order  acknowledgment  letter;  Stock  certificate  letter;  Lobby  poster;  Press  release- 
offering  commences;  Press  release-offering  completed;  Folder  brochure;  Tombstone  advertisement;  and 
Stockoram. 


No  final  approval  to  the  issuance  of  the  stock  will  be  given  until  (1)  the 
Division  has  approved  the  list  of  proposed  subscribers;  (2)  an  updated 
appraisal  has  been  submitted  and  approved  by  the  Division;  and  (3)  final 
Articles  of  Organization/Charter  of  Brookline  Bancorp  MHC,  Brookline 
Bancorp,  Inc.,  and  Brookline  Savings  Bank  has  been  approved  by  the 
Division  for  filing  with  the  Office  of  the  Secretary  of  State. 

No  more  than  47%  of  the  shares  of  Bancorp  may  be  issued  without  the 
prior  approval  of  the  Division. 


The  several  approvals  provided  herein  for  the  reorganization,  the  establishment  of  the  intermediate 


holding  company  and  the  issuance  of  stock  authorize  a  corporate  structure  providing  for  a  mutual  holding 
company  as  the  parent  of  a  intermediate  holding  company  which  serves  as  the  direct  parent  of  the 
subsidiary  banking  institution.   This  corporate  structure  is  headed  by  the  mutual  holding  company.    The 
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mutual  holding  company,  among  other  obligations,  retains  the  fiduciary  duty  to  ensure  that  the  interests  of 
the  depositors  are  protected  and  preserved  within  this  corporate  structure. 
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in  the  matter  of  the  merger  of      Depository  Copy 

SHIRLEY  CO-OPERATIVE  BANK,  SHIRLEY,  MASSACHUSETTS 

WITH  AND  rNTO 
FIDELITY  CO-OPERATIVE  BANK,  FITCHBURG,  MASSACHUSETTS 


Pursuant  to  the  provisions  of  Massachusetts  General  Laws  chapter  1 70,  section  25,  Fidelity  Co- 
operative Bank  ("Fidelity"  or  the  "Petitioner"),  Fitchburg,  Massachusetts  seeks  approval  to  merge  with 
Shirley  Co-operative  Bank  ("Shirley"),  Shirley,  Massachusetts.  Under  the  terms  of  the  Agreement  and 
Plan  of  Merger  (the  "Merger  Agreement")  dated  as  of  September  16,  1997,  Shirley  will  merge  with  and 
into  Fidelity  under  the  charter,  by-laws  and  name  of  Fidelity  Co-operative  Bank.  The  sole  banking  office 
of  Shirley  will  become  a  branch  office  of  the  continuing  bank. 

Notice  of  the  application  has  been  posted  and  published.   The  time  period  for  interested  parties 
.0  submtt  comments  has  passed.  Accordingly,  all  documents  and  materials  related  to  this  transaction  have 
been  reviewed.    That  record  has  been  considered  with  regard  to  the  financial  and  managerial  resources 
of  each  bank,  the  competitive  effects  of  the  proposed  transaction,  the  interests  of  the  depositors  of  each 
bank,  the  future  prospects  of  the  institutions  and  the  convenience  and  needs  of  the  communities  to  be 
served  by  the  consolidated  entity  as  well  as  the  performance  of  each  bank  under  the  Commonwealth's 
Community  Reinvestment  Act  ("CRA"),  General  Laws  chapter  167,  section  ,4  and  its  implementing 
regulation,  209  CMR  46.00  et  seq. 
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Fidelity  is  a  state-chartered  co-operative  bank  in  mutual  form.  As  of  September  30,  1997,  it  had 
total  assets  of  approximately  $142.4  million.  Fidelity  has  four  banking  offices  located  in  Fitchburg, 
Gardner,  Leominster  and  Millbury.    It  has  one  subsidiary,  FCB  Security  Corporation. 

Shirley  is  a  state-chartered  co-operative  bank  also  in  mutual  form.  As  of  September  30,  1997, 
it  had  total  assets  of  $25.1  million.  Its  sole  banking  office  is  located  in  Shirley..  Shirley  has  two 
subsidiaries:    Shirley  Securities,  Inc.  and  Nashoba  Investment  Corporation. 

The  primary  service  area  for  Fidelity  is  Worcester  County,  the  county  in  which  all  of  its  banking 
offices  are  located.  Shirley's  primary  service  area  covers  several  communities  north  of  Route  1-495  within 
Middlesex  County  as  well  as  a  few  municipalities  in  Worcester  County.  The  continuing  bank's  primary 
service  area  remains  entirely  within  the  two  above  counties.  There  are  no  municipalities  or  counties  in 
which  both  banks  each  have  banking  offices.  Moreover,  the  amount  of  deposit  and  loan  activity  from  the 
other  bank's  service  area  is  for  both  banks,  minimal.  Accordingly,  the  review  of  the  transaction's  impact 
on  competition  does  not  raise  any  concerns  which  would  preclude  its  approval. 

The  application  notes  that  the  continuing  institution's  Board  of  Directors  will  consist  of  all  of  the 
persons  occupying  such  positions  with  Fidelity  immediately  prior  to  the  consummation  of  the  merger  and 
three  persons  currently  serving  as  directors  of  Shirley.  The  management  of  the  combined  bank  is  also 
detailed  in  the  application  documents.  The  applicant  bank  argues  that  the  combined  institution  will 
produce  some  economies  and  service  capabilities  that  may  save  costs.  Moreover,  upon  consolidation,  the 
continuing  bank  will  meet  all  required  capital  standards.  Accordingly,  upon  review,  financial  and 
managerial  considerations  support  the  application. 

The  Division  has  also  considered  whether  public  convenience  and  advantage  will  be  promoted  by 
this  proposed  transaction.  The  application  documents  provide  examples  of  the  benefits  which  will  result 
from  the  merger.  The  continuing  bank  will  have  an  extended  branch  office  network.  In  particular, 
customers  of  Shirley  will  now  have  access  to  banking  offices  in  Fitchburg,  Gardner,  Leominster  and 
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Millbury.  Additionally,  customers  of  Fidelity  will  have  access  to  a  banking  office  in  Shirley.  Moreover, 
there  are  some  products  and  services  currently  offered  by  Fidelity  to  its  customers  that  are  not  presently 
available  to  customers  of  Shirley.  As  described  in  the  application,  such  services  include  some  types  of 
consumer  loans,  telephone  banking  services  and  expanded  retirement  plan  programs.  The  Division 
considered  these  reasons  and  others  cited  in  the  submitted  documents  in  determining  that  public 
convenience  and  advantage  will  be  promoted  by  approval  of  this  transaction. 

In  determining  whether  or  not  to  approve  a  petition  under  the  statutory  criteria,  the  Commissioner 
is  also  required  to  consider  a  showing  of  "net  new  benefits"  related  to  the  transaction.  That  term  as  set 
out  in  section  25  of  said  chapter  170  includes  initial  capital  investments,  job  creation  plans,  consumer  and 
business  services  and  commitments  to  maintain  and  open  branch  offices,  among  other  factors,  which  the 
Commissioner  may  deem  necessary.  The  applicant  bank  has  addressed  this  requirement  of  statute.  In 
particular,  the  application  states  that  the  resulting  bank  will  retain  the  sole  banking  office  of  Shirley  and 
all  employees  from  both  merging  banks.  Moreover,  the  merger  would  enable  the  continuing  bank  to 
expand  both  Fidelity's  and  Shirley's  efforts  to  meet  customer  and  community  credit  needs.  Also,  in 
accordance  with  the  Merger  Agreement  and  in  connection  with  this  transaction,  it  is  anticipated  that  a 
$500,000.00  donation  from  Fidelity  will  be  made  to  form  a  charitable  foundation  (the  "Foundation").  In 
recognition  of  Shirley's  ninety  year  commitment  to  Shirley,  the  Foundation  will  provide  a  fund  to  benefit 
residents  and  civic  organizations  in  Shirley.  The  Foundation's  initial  trustees  will  include,  at  a  minimum, 
those  current  directors  of  Shirley  who  will  not  serve  on  the  continuing  bank's  Board  of  Directors. 

Another  factor  which  must  be  considered  in  the  review  of  this  application  is  the  compliance  of 
each  depository  institution  with  the  statutory  provisions  of  the  CRA.  Such  review  for  state-chartered 
banks  includes  examination  of  personnel  of  the  Division  as  well  as  analysis  of  concerns  received  from  the 
bank's  community  and  its  response  to  those  concerns  fairly  raised.  A  publicly  available  descriptive  rating 
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and  evaluation  by  a  federal  bank  regulatory  agency  will  also  be  considered.   Upon  review,  the  Division 
has  noted  that  both  Fidelity  and  Shirley  received  a  rating  of  "High  Satisfactory"  in  the  most  recent 
examinations  of  their  performances  under  CRA. 

Upon  review  of  the  application  with  reference  to  the  relevant  statutory  and  regulatory 
requirements,  this  Division  has  concluded  that  the  consummation  of  the  proposed  consolidation  would  be 
in  the  public  interest.  On  the  basis  of  these  considerations,  approval  is  granted  to  merge  Shirley  with  and 
into  Fidelity  under  the  charter,  by-laws  and  name  of  Fidelity  Co-operative  Bank  pursuant  to  the  provisions 
of  said  section  25  of  chapter  170  of  the  General  Laws.  In  accordance  with  General  Laws  chapter  167C, 
section  3,  approval  is  also  granted  for  the  continuing  bank  to  maintain  the  sole  banking  office  of  Shirley 
as  a  branch  office. 

The  approvals  granted  herein  are  subject  to  the  following  conditions: 

(1)  that  the  proposed  merger  shall  not  become  effective  until  a  Certificate  signed  by 
the  Presidents  and  Clerks  or  other  duly  authorized  officers  of  each  bank  indicating 
that  each  institution  has  complied  with  the  provisions  of  Massachusetts  General 
Laws  chapter  170,  section  25  has  been  returned  with  my  endorsement  thereon; 

(2)  that  the  proposed  merger  shall  not  become  effective  until  Articles  of  Merger  with 
my  endorsement  thereon  are  filed  with  the  Secretary  of  State;  and 

(3)  that  the  proposed  merger  be  consummated  within  one  year  of  the  date  of  this 
Decision. 


February  6,  1998 


Date  ^^Commissioner  of  Banks  ) 
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IN  THE  MATTER  OF  THE  MERGER  OF 
THE  FOXBORO  NATIONAL  BANK  OF  FOXBOROUGH,  FOXBOROUGH,  MASSACHUSETTS 

WITH  AND  INTO 
BENJAMIN  FRANKLIN  SAVINGS  BANK,  FRANKLIN,  MASSACHUSETTS 

AND  RELATED  TRANSACTIONS 


Pursuant  to  the  provisions  of  Massachusetts  General  Laws  chapter  168,  section  34D,  Benjamin 
Franklin  Savings  Bank  ("Benjamin  Franklin"  or  the  "Petitioner"),  Franklin,  Massachusetts  seeks  approval 
to  merge  with  The  Foxboro  National  Bank  of  Foxborough  ("Foxboro  National"),  Foxborough, 
Massachusetts.  Under  the  terms  of  the  Agreement  and  Plan  of  Merger  (the  "Merger  Agreement")  dated 
as  of  September  3,  1997,  Foxboro  National  will  merge  with  and  into  Benjamin  Franklin  under  the  charter, 
by-laws  and  name  of  Benjamin  Franklin.  The  main  office  of  Foxboro  National  and  its  banking  office  in 
Franklin  will  become  branch  offices  of  the  continuing  bank.  In  conjunction  with  and  prior  to  this 
transaction,  an  application  has  also  been  made  for  a  merger  of  BFSB  Interim  Trust  Company  ("BFSB 
Interim"),  in  organization,  with  and  into  Foxboro  National  under  the  provisions  of  General  Laws  chapter 
172,  section  36,  subsection  A.  BFSB  Interim  has  received  a  Certificate  of  Public  Convenience  and 
Advantage,  under  General  Law  chapter  172,  section  6  from  the  Massachusetts  Board  of  Bank 
Incorporation  as  part  of  this  multi-step  transaction. 

Notice  of  the  application  has  been  posted  and  published.  The  time  period  for  interested  parties 
to  submit  comments  has  passed.  Accordingly,  all  documents  and  materials  related  to  this  transaction  have 
been  reviewed.  That  record  has  been  considered  with  regard  to  the  financial  and  managerial  resources 
of  each  bank,  the  competitive  effects  of  the  proposed  transaction,  the  interests  of  the  depositors  of  each 
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bank,  the  future  prospects  of  the  institutions  and  the  convenience  and  needs  of  the  communities  to  be 
served  by  the  consolidated  entity  as  well  as  the  performance  of  each  bank  under  the  Commonwealth's 
Community  Reinvestment  Act  ("CRA"),  section   14  of  chapter   167  of  the  General   Laws  and  its 
implementing  regulation,  209  CMR  46.00  et  seq. 

Benjamin  Franklin  is  a  Massachusetts-chartered  stock  savings  bank  with  total  consolidated  assets 
of$282.61  million  as  of  September  30,  1997.  It  is  the  subsidiary  banking  institution  of  Benjamin  Franklin 
Bancorp,  M.H.C.,  a  mutual  holding  company  under  chapter  167H  of  the  General  Laws.  Benjamin 
Franklin  has  its  main  office  in  Franklin  and  has  one  branch  office  in  each  of  the  towns  of  Bellingham, 
Medfield  and  Milford.  It  has  one  wholly  owned  subsidiary  for  securities  investments.  Foxboro  National 
is  a  federally-chartered  commercial  bank  with  total  consolidated  assets  of  $73.3  million  as  of  September 
30,  1997.  Foxboro  National  currently  has  one  wholly  owned  direct  subsidiary,  FNB  Securities,  Inc.  for 
securities  investments.  It  conducts  banking  operations  from  its  main  office  and  one  branch  office  which 
is  in  Franklin,  Massachusetts.  Both  banks  are  full  service  institutions  and  provide  a  wide  array  of 
consumer  and  commercial  services. 

The  Petitioner's  application  addressed  the  criterion  of  whether  competition  among  banking 
institutions  would  be  adversely  effected  by  the  proposed  transaction.  Much  of  that  analysis  is  detailed 
according  to  various  tests  used  by  federal  agencies.  That  analysis  demonstrates  that  consummation  of  the 
transaction  will  not  result  in  undue  concentration  of  banking  resources  in  the  specified  banking  markets 
or  on  a  county  basis  in  Massachusetts.  Traditionally,  however,  this  Division  has  not  limited  its  review 
to  those  previously  cited  federal  standards  in  its  consideration  of  whether  competition  will  be  unreasonably 
affected.  Rather  it  is  the  position  of  this  Division  to  consider  a  transaction  in  light  of  its  impact  on  the 
citizens,  communities  and  banking  structure  in  the  Commonwealth  on  a  community  to  community  basis 
instead  of  by  variously  grouped  markets.  The  Division  gave  particular  review  to  the  effect  this  transaction 
would  have  on  the  town  of  Franklin,  the  only  community  in  which  each  bank  has  an  office.  The  Division 
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noted  that,  among  other  facts,  there  are  five  banking  offices  of  three  other  banks  within  Franklin. 
Accordingly,  the  review  of  the  transaction's  impact  on  competition  does  not  raise  any  concerns  which 
would  preclude  its  approval. 

Information  has  also  been  established  in  the  record  on  the  promotion  of  convenience  and 
advantage  which  will  result  for  the  banking  public  in  Massachusetts.  In  particular,  all  branch  offices  of 
both  banks  will  remain  open  for  customer  convenience.  In  addition,  upon  the  consummation  of  the 
transaction  customers  of  Foxboro  National  will  obtain  the  benefit  of  excess  deposit  insurance  and 
additional  services  such  as  savings  bank  life  insurance,  securities  and  annuity  products  and  telephone 
banking  services,  as  well  as  greater  resources  and  broader  community  contacts.  Moreover,  the  Petitioner 
states  that  its  commercial  lending  capability  will  be  greatly  enhanced  by  the  acquisition  of  Foxboro 
National's  experienced  commercial  lending  department.  Benjamin  Franklin  also  will  dedicate  additional 
resources  to  the  commercial  lending  program  in  order  to  position  itself  as  another  lending  option  to 
businesses  in  its  service  area.    These  factors  weigh  in  favor  of  approval  of  the  transaction. 

Related  to  the  issue  of  public  convenience  and  advantage  is  the  record  of  performance  ratings 
under  CRA.  For  financial  institutions  not  directly  under  the  jurisdiction  of  the  Commonwealth,  the 
Division  initially  looks  to  publicly  available  descriptive  ratings  and  evaluation  by  a  federal  or  other  state 
bank  regulatory  agency.  The  CRA  ratings  of  Benjamin  Franklin  and  Foxboro  National  were  specifically 
reviewed.  The  most  recent  public  rating  of  Benjamin  Franklin  was  "Satisfactory",  while  Foxboro  National 
was  also  voted  "Satisfactory"  by  its  regulator,  the  Office  of  the  Comptroller  of  the  Currency. 

The  financial  structure  and  managerial  aspects  of  the  transaction  were  also  considered.  The 
financial  aspects  as  impacted  by  the  tax  consequences  on  the  proposed  corporate  structure  of  the 
transaction  were  also  considered  by  the  Division.  As  detailed  in  the  submitted  document,  Benjamin 
Franklin  will  pay  cash  for  the  stock  of  Foxboro  National.  The  resulting  capital  ratios  and  projections  for 
the  Petitioner  are  satisfactory.  Management  factors  reviewed  in  consideration  of  the  proposed  transaction 
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are  also  supportive  of  its  approval. 


Upon  review  of  the  application  with  reference  to  the  relevant  statutory  and  regulatory 
requirements,  this  Division  has  concluded  that  the  consummation  of  the  proposed  consolidation  would  be 
in  the  public  interest.  On  the  basis  of  these  considerations,  approval  is  granted  to  merge  BFSB  Interim 
with  and  into  Foxboro  National  under  subsection  A,  section  36  of  chapter  172  of  the  General  Laws  and 
subsequent  to  that  consolidation  to  merge  Foxboro  National  with  and  into  Benjamin  Franklin  under  the 
charter,  by-laws  and  name  of  Benjamin  Franklin  pursuant  to  the  provisions  of  said  section  34D  of  chapter 
168  of  the  General  Laws.  In  accordance  with  the  Merger  Agreement  and  General  Laws  chapter  167C, 
section  3,  approval  is  also  granted  for  the  continuing  bank  to  maintain  the  banking  offices  of  Foxboro 
National  as  branch  offices. 

The  approvals  granted  herein  are  subject  to  the  following  conditions: 

(1)  that  prior  to  any  merger,  BFSB  Interim  Trust  Company  obtain  a  certificate  to 
transact  business  from  the  Board  of  Bank  Incorporation; 

(2)  that  the  proposed  mergers  shall  not  become  effective  until  the  Certificate  with  the 
applicable  name  of  the  continuing  bank  signed  by  the  Presidents  and  Clerks  or 
other  duly  authorized  officers  of  each  bank  indicating  that  each  institution  has 
complied  with  the  provisions  of  Massachusetts  General  Laws  chapter  168,  section 
34  has  been  returned  with  my  endorsement  thereon; 

(3)  that  the  proposed  mergers  shall  not  become  effective  until  Articles  of  Merger  with 
my  endorsement  thereon  are  filed  with  the  Secretary  of  State;  and 

(4)  that  the  proposed  mergers  be  consummated  within  one  year  of  the  date  of  this 
Decision. 
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decision  University  of  Massachusetts 

ON  THE  APPLICATIONS  RELATIVE  TO  THE  JiJOSiiOry  Copy 

REORGANIZATION  INTO  A  MUTUAL  HOLDING  COMPANY  BY 
NORTH  ADAMS  HOOSAC  SAVINGS  BANK,  NORTH  ADAMS,  MASSACHUSETTS 

Hoosac  Financial  Services  Savings  Bank  (the  "Petitioner"),  North  Adams,  Massachusetts,  is  being 
formed  by  North  Adams  Hoosac  Savings  Bank  ("North  Adams"),  North  Adams,  Massachusetts  as  part  of 
a  multi-step  reorganization  which  will  result  in  the  formation  of  a  mutual  holding  company  known  as 
Hoosac  Financial  Services,  Inc.  (the  "Holding  Company"),  headquartered  at  93  Main  Street,  North  Adams, 
Massachusetts  and  a  subsidiary  stock  savings  bank  operating  under  the  name  of  Hoosac  Bank  with  its  main 
office  located  at  that  address.  Certain  parts  of  this  multi-step  transaction  have  required  applications  to  the 
Board  of  Bank  Incorporation  which  held  a  public  hearing  on  the  matters  before  it  on  January  15,  1998. 
Applications  have  been  made  to  the  Division  for  the  formation  of  the  mutual  holding  company  pursuant 
to  Massachusetts  General  Laws  chapter  167H,  section  3  and  the  merger  of  North  Adams  into  the 
subsidiary  stock  bank  formed  in  the  reorganization,  Hoosac  Bank,  pursuant  to  Massachusetts  General  Laws 
chapter  168,  section  34;  chapter  167H,  section  7,  clause  2  and  the  Division's  regulations  in  implementing 
said  chapter  167H,  209  CMR  33.00,  Subpart  C. 

The  reorganization  will  result  in  the  Petitioner  becoming  a  mutual  holding  company  with  a  stock 
savings  bank  subsidiary.  That  subsidiary  will  be  known  as  Hoosac  Bank.  Following  the  reorganization, 
North  Adams  will  merge  with  and  into  Hoosac  Bank  under  the  charter,  by-laws  and  name  of  Hoosac  Bank 
("Subsidiary  Bank"). 

In  accordance  with  the  provisions  of  said  chapters  167H  and  168,  the  Petitioner  and  its  related 
entity  have  submitted  the  requisite  documents  and  information  relative  to  these  transactions.   Notice  has 
been  given  to  its  depositors  and  to  the  public.    The  deadline  for  filing  comments  ended  on  January  26, 
1998.    Consequently,  the  reorganization  and  merger  have  been  considered  in  conformity  with  relevant 
statutory  and  regulatory  provisions. 
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The  applications  and  supporting  documents,  as  amended,  have  established  an  extensive  record  on 
these  petitions  which  have  been  reviewed  in  light  of  the  statutory  provisions  and  policies  of  the  Division. 
Those  statutory  requirements  necessitate  that,  among  other  things,  the  Division  consider  whether  the 
reorganization  will  be  unfair  to  depositors  and  whether  the  public  will  be  served  by  this  transaction. 
Similarly,  the  merger  must  be  found  to  promote  public  convenience  and  advantage,  including  a  showing 
of  net  new  benefits,  and  not  to  unreasonably  affect  competition  among  banking  institutions.  Having 
considered  the  record  established  in  these  applications,  the  Division  has  determined  that  statutory  and 
administrative  considerations  support  approval  of  the  reorganization  and  subsequent  merger.  In  making 
those  findings,  the  Division  has  noted  that  North  Adams  has  a  "Satisfactory"  rating  for  its  performance 
under  the  Commonwealth's  Community  Reinvestment  Act,  General  Laws  chapter  167,  section  14  and  its 
implementing  regulation  209  CMR  46.00  et  seq. 

In  accordance  with  these  findings  and  pursuant  to  statute,  I  hereby  approve  the  reorganization 
including  the  merger  of  North  Adams  with  and  into  Hoosac  Bank  subject  to  the  submission  to  the  Division 
of  a  favorable  tax  ruling,  opinion  of  counsel  or  other  opinion  of  recognized  experts  in  the  field  of  taxation 
no  later  than  at  the  time  of  closing  of  the  transaction  and  the  following  considerations: 

1.  The  reorganization  shall  not  be  consummated  until  all  additional 
regulatory  approvals  have  been  obtained. 

2.  Commencing  with  the  transaction's  effective  date,  the  Division's 
minimum  capital  requirements  for  the  Subsidiary  Bank  and  the  Holding 
Company  are  as  follows: 

a.  the  Subsidiary  Bank's  Tier  1  leverage  capital  ratio  must 
equal  or  exceed  4%,  or  any  such  higher  amount  as 
specified  within  any  formal  or  informal  regulatory  action 
document  required  by  the  Division,  the  Federal  Deposit 
Insurance  Corporation  or  the  Federal  Reserve,  based 
upon  the  Subsidiary  Bank's  most  recent  Federal  Deposit 
Insurance  Corporation  Report  of  Condition  and  Income 
and  any  amendments  thereto.  The  amount  of  capital 
shall  be  calculated  in  accordance  with  12  CFR  Part  325. 

b.  the  Holding  Company's  consolidated  Tier  1  leverage 
capital  ratio  must  equal  or  exceed  4%,  or  any  such 
higher  amount  as  specified  within  any  formal  or  informal 
regulatory  action  document  required  by  the  Division,  the 
Federal  Deposit  Insurance  Corporation  or  the  Federal 
Reserve,  based  upon  its  most  recent  call  report  or  any 
amendment  thereto  as  reported  to  the  federal  or  state 
authority;  and 
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c.  if  the  minimum  capital  ratios  fall  or  would  fall  below 

those  stated  in  clauses  a  and  b,  the  Commissioner  may 
impose  further  conditions  or  restrictions  on  the  payment 
of  dividends.  There  will  be  no  dividend  restrictions 
other  than  those  found  in  Massachusetts  General  Laws 
chapter  172,  section  28,  so  long  as  the  minimum  capital 
ratios  set  out  herein  are  maintained. 

After  the  completion  of  the  reorganization 

a.  the  Holding  Company  may  engage  in  only  such  activities 
as  are  now  or  may  hereinafter  be  activities  authorized  for 
a  mutual  holding  company  under  section  7  and  other 
applicable  provisions  of  chapter  167H  and 

b.  the  Subsidiary  Bank  may  engage  in  any  investment  or 
activity  which  it  may  from  time  to  time  engage  in  as  a 
state-chartered  savings  bank  in  stock  form 

That  the  proposed  merger  shall  not  become  effective  until  a  Certificate 
of  Consolidation  signed  by  the  Presidents  and  Clerks  or  other  duly 
authorized  officers  of  each  bank  indicating  that  each  institution  has 
complied  with  the  provisions  of  Massachusetts  General  Laws  chapter  168, 
section  34  and  chapter  167H,  section  7,  clause  (2)  has  been  returned  with 
my  endorsement  thereon. 

That  Articles  of  Organization  and/or  Charter  documents  and  Articles  of 
Merger  be  placed  on  record  with  the  Office  of  the  Secretary  of  State. 

That  the  proposed  merger  be  consummated  within  one  year  of  the  date 
of  this  Decision. 
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LENOX  SAVINGS  BANK,  LENOX,  MASSACHUSETTS 


LSB  Interim  Savings  Bank  (the  "Petitioner"),  Lenox,  Massachusetts,  is  being  formed  by  Lenox 
Savings  Bank  ("LSB"),  Lenox,  Massachusetts  as  part  of  a  multi-step  reorganization  which  will  result  in 
the  formation  of  a  mutual  holding  company  known  as  Lenox  Financial  Services  Corp.  (the  "Holding 
Company"),  headquartered  at  25  Main  Street,  Lenox,  Massachusetts  and  a  subsidiary  stock  savings  bank 
operating  under  the  name  of  Lenox  Savings  Bank  with  its  main  office  located  at  that  address.  Certain 
parts  of  this  multi-step  transaction  have  required  applications  to  the  Board  of  Bank  Incorporation  which 
held  a  public  hearing  on  the  matters  before  it  on  January  29,  1998.  Applications  have  been  made  to  the 
Division  for  the  formation  of  the  mutual  holding  company  pursuant  to  Massachusetts  General  Laws 
chapter  167H,  section  3  and  the  merger  of  LSB  Savings  Bank  into  the  subsidiary  stock  bank  formed  in 
the  reorganization,  pursuant  to  Massachusetts  General  Laws  chapter  168,  section  34;  chapter  167H,  section 
7,  clause  2  and  the  Division's  regulations  in  implementing  said  chapter  167H,  209  CMR  33.00,  Subpart 
C. 

The  reorganization  will  result  in  the  Petitioner  becoming  a  mutual  holding  company  with  a  stock 
savings  bank  subsidiary.  That  subsidiary  will  be  known  as  Lenox  Savings  Bank.  Following  the 
reorganization,  LSB  will  merge  with  and  into  Lenox  Savings  Bank  under  the  charter,  by-laws  and  name 
of  Lenox  Savings  Bank  ("Subsidiary  Bank"). 

In  accordance  with  the  provisions  of  said  chapter  167H  and  168,  the  Petitioner  and  its  related 
entity  have  submitted  the  requisite  documents  and  information  relative  to  these  transactions.   Notice  has 
been  given  to  its  depositors  and  to  the  public.   The  deadline  for  filing  comments  ended  on  February  1 1, 
1998.    Consequently,  the  reorganization  and  merger  have  been  considered  in  conformity  with  relevant 
statutory  and  regulatory  provisions. 
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The  applications  and  supporting  documents,  as  amended,  have  established  an  extensive  record  on 
these  petitions  which  have  been  reviewed  in  light  of  the  statutory  provisions  and  policies  of  the  Division. 
Those  statutory  requirements  necessitate  that,  among  other  things,  the  Division  consider  whether  the 
reorganization  will  be  unfair  to  the  depositors  and  whether  the  public  will  be  served  by  this  transaction. 
Similarly,  the  merger  must  be  found  to  promote  public  convenience  and  advantage,  including  a  showing 
of  net  new  benefits,  and  not  to  unreasonably  affect  competition  among  banking  institutions.  Having 
considered  the  record  established  in  these  applications,  the  Division  has  determined  that  statutory  and 
administrative  considerations  support  approval  of  the  reorganization  and  subsequent  merger.  In  making 
those  findings,  the  Division  has  noted  that  LSB  has  a  "Satisfactory"  rating  for  its  performance  under  the 
Commonwealth's  Community  Reinvestment  Act,  General  Laws  chapter  167,  section  14  and  its 
implementing  regulations  209  CMR  46.00  et  seq. 

In  accordance  with  these  findings  and  pursuant  to  statute,  I  hereby  approve  the  reorganization 
including  the  merger  of  LSB  with  and  into  Lenox  Savings  Bank  subject  to  the  submission  to  the  Division 
of  a  favorable  tax  ruling,  opinion  of  counsel  or  other  opinion  of  recognized  experts  in  the  field  of  taxation 
no  later  than  at  the  time  of  closing  of  the  transaction  and  the  following  considerations: 

1.  The  reorganization  shall  not  be  consummated  until  all  additional 
regulatory  approvals  have  been  obtained. 

2.  Commencing  with  the  transaction's  effective  date,  the  Division's 
minimum  capital  requirements  for  the  Subsidiary  Bank  and  the  Holding 
Company  are  as  follows: 

a.  the  Subsidiary  Bank's  Tier  1  leverage  capital  ratio  must 
equal  or  exceed  4%,  or  any  such  higher  amount  as 
specified  within  any  formal  or  informal  regulatory  action 
document  required  by  the  Division,  the  Federal  Deposit 
Insurance  Corporation  or  the  Federal  Reserve,  based 
upon  the  Subsidiary  Bank's  most  recent  Federal  Deposit 
Insurance  Corporation  Report  of  Condition  and  Income 
and  any  amendments  thereto.  The  amount  of  capital 
shall  be  calculated  in  accordance  with  12  CFR  Part  325. 

b.  the  Holding  Company's  consolidated  Tier  1  leverage 
capital  ratio  must  equal  or  exceed  4%,  or  any  such 
higher  amount  as  specified  within  any  formal  or  informal 
regulatory  action  document  required  by  the  Division,  the 
Federal  Deposit  Insurance  Corporation  or  the  Federal 
Reserve,  based  upon  its  most  recent  call  report  or  any 
amendment  thereto  as  reported  to  the  federal  or  state 
authority;  and 
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c.  if  the  minimum  capital  ratios  fall  or  would  fall  below 

those  stated  in  clauses  a  and  b,  the  Commissioner  may 
impose  further  conditions  or  restrictions  on  the  payment 
of  dividends.  There  will  be  no  dividend  restrictions 
other  than  those  found  in  Massachusetts  General  Laws 
chapter  172,  section  28,  so  long  as  the  minimum  capital 
ratios  set  out  herein  are  maintained. 

After  the  completion  of  the  reorganization 

a.  the  Holding  Company  may  engage  in  only  such  activities 
as  are  now  or  may  hereinafter  be  activities  authorized  for 
a  mutual  holding  company  under  section  7  and  other 
applicable  provisions  of  chapter  1 67H  and 

b.  the  Subsidiary  Bank  may  engage  in  any  investment  or 
activity  which  it  may  from  time  to  time  engage  in  as  a 
state-chartered  savings  bank  in  stock  form. 

That  the  proposed  merger  shall  not  become  effective  until  a  Certificate 
of  Consolidation  signed  by  the  Presidents  and  Clerks  or  other  duly 
authorized  officers  of  each  bank  indicating  that  each  institution  has 
complied  with  the  provisions  of  Massachusetts  General  Laws  chapter  168, 
section  34  and  chapter  167H,  section  7,  clause  (2)  has  been  returned  with 
my  endorsement  thereon. 
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That  Articles  of  Organization  and/or  Charter  documents  and  Articles  of 
Merger  be  placed  on  record  with  the  Office  of  the  Secretary  of  State. 


6.  That  the  proposed  merger  be  consummated  within  one  year  of  the  date 

of  this  Decision. 
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EASTERN  BANK,  LYNN,  MASSACHUSETTS 


Eastern  Bank  ("Eastern"  or  the  "Petitioner"),  Lynn,  Massachusetts  has  petitioned  the  Division  of 
Banks  (the  "Division")  for  approval  to  merge  with  The  Hibernia  Savings  Bank  ("Hibernia"),  Quincy, 


Massachusetts  pursuant  to  the  provisions  of  Massachusetts  General  Laws  chapter  1 68,  section  34D.  Under 
the  terms  of  an  Agreement  of  Merger  (the  "Agreement")  dated  as  of  October  22,  1997,  Hibernia  will 


merge  with  and  into  Eastern  under  the  charter,  by-laws  and  name  of  Eastern.  The  main  office  of  Hibernia 
and  all  of  its  other  banking  offices  will  become  branch  offices  of  the  continuing  bank.  As  part  of  the 
multi-step  transaction,  Eastern  Bank  Corporation,  the  parent  company  of  Eastern,  will  acquire  Emerald 
Isle  Bancorp,  Inc.,  the  parent  company  of  Hibernia.  That  acquisition  transaction  is  a  matter  within  the 
jurisdiction  of  the  Commonwealth's  Board  of  Bank  Incorporation  which  has  approved  that  acquisition  on 
this  same  date. 

Notice  of  the  application  has  been  posted  and  published.   The  time  period  for  interested  parties 
to  submit  comments  has  passed.  Accordingly,  all  documents  and  materials  related  to  this  transaction  have 
been  reviewed.    That  record  has  been  considered  with  regard  to  the  financial  and  managerial  resources 
of  each  bank,  the  competitive  effects  of  the  proposed  transaction,  the  interests  of  the  depositors  of  each 
bank,  the  future  prospects  of  the  institutions  and  the  convenience  and  needs  of  the  communities  to  be 
served  by  the  consolidated  entity  as  well  as  the  performance  of  each  bank  under  the  Commonwealth's 
Community  Reinvestment  Act  ("CRA"),  section    14  of  chapter    167   of  the  General   Laws  and   its 
implementing  regulation,  209  CMR  46.00  et  sea,. 
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Eastern  is  a  state-chartered  stock  savings  bank  formed  by  the  reorganization  into  a  mutual  holding 
company  by  its  parent  company,  Eastern  Bank  Corporation,  Lynn,  Massachusetts.  That  reorganization 
occurred  in  1989  and  was  the  first  mutual  holding  company  in  the  Commonwealth.  Eastern  operates  thirty 
banking  office  which  are  generally  located  north  of  Boston.  As  of  September  30,  1997  it  had  total  assets 
of  $2.07  billion.  Eastern  Bank  Corporation  is  also  a  bank  holding  company.  It  controls  another  bank 
subsidiary,  Eastern  Bank  and  Trust  Company  which  has  its  main  office  in  Salem  and  a  branch  office  in 
Medford.    Eastern  Bank  and  Trust  Company  primarily  provides  trust  services  to  its  customers. 

Hibernia  is  also  a  state-chartered  stock  savings  bank  as  a  result  of  its  standard  conversion  in  1986. 
As  of  September  30,  1997  it  had  total  assets  of  $443  million.  Hibernia  operates  from  ten  banking  offices 
with  two  in  Boston,  one  downtown  and  the  other  in  South  Boston.  Its  remaining  branch  offices  are 
located  in  communities  on  the  South  Shore.  An  approved  but  unopened  branch  office  in  Marshfield  will 
be  added  to  the  branch  office  network.  Hibernia's  holding  company,  Emerald  Isle  Bancorp,Inc,  was 
established  in  1996.   Its  principal  business  is  conducted  through  Hibernia. 

The  Petitioner  has  submitted  extensive  materials  to  address  the  issue  that  competition  among  banks 
will  not  be  unreasonably  affected  by  the  proposed  transaction.  Much  of  that  analysis  is  detailed  according 
to  various  tests  used  by  federal  agencies.  That  analysis  demonstrates  that  consummation  of  the  transaction 
will   not  result   in   undue   concentration   of  banking   resources   in  the   specified   banking  market   in 
Massachusetts.  According  to  the  information  provided,  after  the  transaction  Eastern's  rank  as  the  seventh 
largest  bank  in  the  Boston  banking  market  will  remain  unchanged.   Traditionally,  however,  the  Division 
has  not  limited  its  review  to  those  previously  cited  federal  standards  in  its  consideration  of  whether 
competition  will.be  unreasonably  affected.    Rather,  it  is  the  Division's  position  to  consider  a  transaction 
in  light  of  its  impact  on  the  citizens,  communities  and  banking  structure  in  the  Commonwealth  on  a 
community  by  community  basis  instead  of  by  variously  grouped  markets.  Upon  review,  the  Division  does 
not  believe  the  transaction  will  unreasonably  affect  competition  since  a  number  of  diverse  bank  and 
financial  institutions  will  continue  to  provide  competitive  deposit  and  credit  services  in  the  affected 
market.   More  importantly,  the  transaction  represents  an  institution  primarily  located  on  the  North  Shore 
acquiring  a  bank  conducting  business  on  the  South  Shore.    Neither  Eastern's  bank  subsidiaries  nor 


Additionally,  a  wider  array  of  consumer  lending  product  lines  including  longer  term  mortgage  programs 
such  as  VA,  FHA  and  MHFA  which  are  now  offered  by  Eastern  will  be  continued.  Several  home  banking 
options  and  a  twenty-four  hour  customer  service  line  will  also  be  available.  Trust  and  investment 
management  services,  asset-based  lending  and  commercial  leasing  products  of  Eastern  or  its  affiliate  will 
also  become  available  to  customers  of  Hibernia.  Other  products,  services  and  advantages  are  set  out  in 
the  record  of  this  transaction. 

Related  to  the  issue  of  public  convenience  and  advantage  is  the  record  of  performance  under  the 
Community  Reinvestment  Act  ("CRA")  by  the  banks  which  are  the  parties  to  this  multi-step  transaction. 
Such  review  for  a  state-chartered  bank  includes  examination  by  personnel  of  the  Division  as  well  as 
analysis  of  concerns  received  by  the  bank's  community  and  its  response  to  those  concerns  fairly  raised. 
For  other  institutions,  the  Division  looks  to  a  publicly  available  descriptive  rating  and  evaluation  by  a 
federal  or  state  regulatory  agency.  The  Division  has  noted  that  both  Eastern  Bank  and  Eastern  Bank  and 
Trust  Company  have  "Outstanding"  ratings  and  Hibernia  a  "Satisfactory"  in  their  most  recent  examinations 
of  performance  under  CRA.  Moreover,  Eastern  has  had  a  series  of  "Outstanding"  ratings.  The  Division's 
review  of  factors  related  to  public  convenience  and  advantage  are  consistent  with  approval. 

The  financial  structure  and  managerial  aspects  of  the  transaction  were  reviewed  and  addressed. 


Hibernia  have  branch  offices  in  the  other's  primary  service  area  and  the  deposits  generated  from  the 
other's  area  is  minimal  if  not  de  minimis.  Accordingly,  competitive  factors  support  approval  of  the 
application. 

The  Divisions  has  also  considered  whether  public  convenience  and  advantage  will  be  promoted 
by  the  proposed  transaction.  The  Petitioner's  application  provides  examples  of  the  benefits  which  will 
result  from  Eastern's  merger  with  Hibernia.  According  to  the  Petitioner,  customers  will  enjoy  enhanced 
accessibility  to  the  services  and  their  accounts  through  an  expanded  branch  office  and  ATM  network 
which  for  customers  of  each  bank  will  now  include  the  North  Shore  and  South  Shore  as  well  as  in  Boston. 
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As  detailed  in  the  submitted  documents,  Eastern  Bank  Corporation  will  pay  cash  for  the  stock  of  Emerald 
Isle  Bancorp,  Inc.  The  capital  ratios  and  projections  for  the  Petitioner  as  the  combined  institution  are 
satisfactory.  Management  factors  reviewed  in  consideration  of  the  proposed  transaction  are  also  supportive 
of  its  approval.  The  Division  is  aware  that  the  shareholders  of  Emerald  Isle  Bancorp,  Inc.  voted  in  favor 
of  this  multi-step  transition  on  January  22,  1998. 

Upon  review  of  the  application  with  reference  to  the  relevant  statutory  and  regulatory 
requirements,  this  Division  has  concluded  that  the  consummation  of  the  proposed  consolidation  would  be 
in  the  public  interest.  On  the  basis  of  these  considerations,  approval  is  granted  to  merge  Hibernia  with 
and  into  Eastern  under  the  charter,  by-laws  and  name  of  Eastern  Bank  pursuant  to  the  provisions  of  said 
section  34D  of  chapter  168  of  the  General  Laws.  In  accordance  with  the  Agreement  and  General  Laws 
chapter  167C,  section  3,  approval  is  also  granted  for  the  continuing  bank  to  maintain  the  banking  offices 
of  Hibernia  as  branch  offices  of  the  continuing  bank. 

The  approvals  granted  herein  are  subject  to  the  following  conditions: 

(1)  that  the  proposed  merger  shall  not  become  effective  until  the  Certificate  with  the 
applicable  name  of  the  continuing  bank  signed  by  the  Presidents  and  Clerks  or  other  duly 
authorized  officers  of  each  bank  indicating  that  each  institution  has  complied  with  the 
provisions  of  Massachusetts  General  Laws  chapter  1 68,  section  34D  has  been  returned 
with  my  endorsement  thereon; 

(2)  that  the  proposed  merger  shall  not  become  effective  until  Articles  of  Merger  with  my 
endorsement  thereon  are  filed  with  the  Secretary  of  State;  and 

(3)  that  the  proposed  merger  be  consummated  within  one  year  of  the  date  of  this  Decision. 
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commissioner  decision  Depository  Copy 

RELATIVE  TO  THE  APPLICATION  OF 
PEOPLE'S  SAVINGS  BANK  OF  BROCKTON,  EASTON,  MASSACHUSETTS 

TO  CLOSE  ITS  BRANCH  OFFICE  AT 
478  MIDDLEBORO  AVENUE,  EAST  TAUNTON 


People's  Savings  Bank  ("People's"  or  the  "Petitioner")  has  petitioned  the  Division  of  Banks  (the 
"Division")  for  permission  to  close  its  branch  office  located  at  478  Middleboro  Avenue,  East  Taunton  (the 
"East  Taunton  Branch"),  pursuant  to  the  provisions  of  Massachusetts  General  Laws  chapter  167C,  section 
3.  During  the  public  comment  period  on  the  pending  application,  the  Division  received  letters  and 
comments  in  opposition  to  the  closing  of  the  East  Taunton  Branch.  For  the  reasons  stated  below,  the 
petition  to  close  the  East  Taunton  Branch  is  approved. 

Notice  of  the  application  was  published  and  posted  as  required  by  the  Division.  The  time  for 
filing  comments  ended  on  October  6,  1997.  Accordingly,  the  Division's  review  of  the  application, 
supporting  documents  and  all  related  materials  received,  including  public  comments,  has  been  completed. 
The  analysis  of  this  record  considered  the  competitive  effects  of  the  proposed  transaction,  the  financial 
and  managerial  resources  of  the  Petitioner,  the  convenience  and  needs  of  the  area  served  by  the  branch 
office  and  other  applicable  statutory  criteria. 

The  decision  to  close  a  branch  office  is  made  initially  by  a  bank.  If  the  bank  is  chartered  by  the 
Commonwealth,  as  is  the  Petitioner,  it  must  seek  the  approval  of  this  Division  under  a  procedure  detailed 
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herein  and  consistent  with  the  applicable  statute.  In  deciding  upon  an  application  to  close  a  branch  office, 
the  Division,  pursuant  to  Massachusetts  General  Laws  chapter  167C,  section  3,  must  determine  that  the 
area  served  by  the  branch  office  will  not  be  adversely  affected  by  the  transaction.  The  statute  further 
states  that,  in  addition  to  other  factors,  the  availability  of  credit  as  well  as  the  convenience  and  necessity 
of  deposit  service  must  be  considered.  In  rendering  a  decision,  the  Division  attempts  to  balance  the  needs 
of  the  petitioning  financial  institution  and  the  community  being  served  by  the  branch  office.  In  making 
a  decision,  the  Division  looks  to  see  not  only  that  all  financial  and  statutory  requirements  are  met,  but  also 
that  adequate  banking  facilities  and  services  remain  available  to  the  public. 

The  task  before  the  Division  thus  becomes  to  analyze  this  transaction  in  light  of  the  statutory  test 
that  the  area  served,  as  reviewed,  will  not  be  adversely  affected  by  the  proposed  branch  office  closing. 
Any  closing  of  a  banking  office  can  impact  the  area  served  particularly  as  to  the  inconvenience  it  will 
cause  some  customers.  Due  to  that  fact,  the  multi-faceted  test  set  out  in  statute,  however,  is  not  limited 
to  mere  convenience  alone.  Among  other  things,  it  requires  the  Division  to  consider  the  availability  of 
credit  in  the  area  and  the  necessity  of  deposit  services  therein.  That  analysis  must  be  based  upon  a  case 
by  case  review  of  any  unique  factors  and  circumstances  affecting  the  banking  public  and  area  served  by 
the  branch  office. 

The  pending  application  is  not  the  first  filed  with  the  Division  to  close  the  East  Taunton  Branch. 
In  July  of  1994  an  application  was  submitted  by  the  Bank  of  Taunton,  A  Cooperative. Bank  (the  "Bank, 
of  Taunton")  to  close  the  East  Taunton  Branch  (the  "1994  Application").  That  application  also  received 
opposition.  At  that  time,  the  Bank  of  Taunton  was  experiencing  financial  problems  which  eventually  led 
to  a  determination  by  the  Division  that  the  Bank  of  Taunton  was  significantly  undercapitalized.  In 
conjunction  with  that  determination  and  as  part  of  a  multi-step  transaction,  the  Bank  of  Taunton  underwent 
a  supervisory  conversion  to  stock  form  and  was  simultaneously  acquired  by  and  merged  with  and  into 


People's.  Without  that  impending  transaction,  the  1994  Aplication  would  likely  have  been  approved. 
However,  as  part  of  the  acquisition  and  merger,  People's  committed  to  maintain  the  East  Taunton  Branch 
pending  its  own  review  of  the  performance  of  that  office.  (See  DECISION  RELATIVE  TO  THE 
MERGER  OF  BANK  OF  TAUNTON,  A  CO-OPERATIVE  BANK,  TAUNTON,  MASSACHUSETTS 
WITH  AND  INTO  PEOPLE'S  SAVING  BANK  OF  BROCKTON,  BROCKTON,  MASSACHUSETTS, 
May  10,  1995).  Accordingly,  permission  was  granted  to  withdraw  the  1994  Application  on  that  same 
date,  May  10,  1995. 


1997,  shortly  before  this  application  was  filed,  the  East  Taunton  Branch  was  credited  with  total  deposits 
of  approximately  $4.7  million  by  the  Petitioner.  That  amount  is  more  than  half  million  dollars  less  than 
was  reflected  in  July  of  1994  when  the  Bank  of  Taunton  filed  to  close  this  same  office.  Moreover, 
according  to  the  application,  the  East  Taunton  Branch  is  open  six  days  a  week,  for  forty  hours,  and 
averages  less  than  two  hundred  transactions  a  day.  The  Petitioner  further  states  that  this  banking  office 
is  not  profitable  and  that  marketing  efforts  to  spark  business  have  failed  to  generate  any  significant 
improvement.    Therefore,  after  more  than  two  years  of  operating  it,  the  Petitioner  came  to  the  same 

conclusion  as  had  the  Bank  ofTaunton_-tO-close  the  East  Taunton  Branch- 

The  Petitioner  believes  it  has  addressed  the  issues  of  convenience  and  services  impacted  by  the 
proposed  closing.  The  application  notes  that  People's  two  remaining  Taunton  branch  offices  are  open  in 
excess  of  thirty-five  hours  a  week,  have  sufficient  staffing  levels  and  each  has  a  drive-up  window  and  an 
automated  teller  machine.  Moreover,  all  of  the  services  provided  at  the  East  Taunton  Branch  are  also 
available  at  the  Petitioner's  other  Taunton  banking  offices  and  the  rest  of  its  office  network.  Additionally, 
the  application  states  that  if  the  branch  office  closing  is  approved,  no  action  will  be  necessary  by 


The  current  application  was  filed  in  late  August  of  1997.    That  two-year  period  has  provided 


People's  with  sufficient  information  on  its  independent  operation  of  the  East  Taunton  Branch.  The  record 
set  out  in  the  application  reflects  the  continued  limited  activity  at  this  banking  office.    As  of  June  30, 


-4- 
customers  for  the  transfer  of  their  accounts  to  its  Weir  Street  branch  office  in  Taunton.     Personal 
(  assistance  will  also  be  given  to  customers  who  choose  to  transfer  their  accounts  to  another  bank. 

According  to  the  Petitioner  there  are  two  other  banks  with  offices  about  2.5  miles  from  the  East  Taunton 


r 


Branch. 

As  with  any  application,  compliance  with  the  Commonwealth'  Community  Reinvestment  Act 

("CRA")  is  a  major  consideration.  The  Division's  emphasis  on  CRA's  impact  on  the  regulatory  approval 
■ 

f 

»  process  is  set  out  in  Regulatory  Bulletin  2.1-101.   It  is  also  specifically  addressed  in  the  Division's  CRA 

V 

regulations  at  209  CMR  46.19,  which  implements  General  Laws  chapter  167,  section  14.  For  state- 
chartered  banks  a  determination  of  compliance  with  CRA  includes  examination  by  personnel  of  the 
Division.  The  Petitioner's  performance  under  CRA  reflects  that  it  has  a  public  rating  of  "Satisfactory" 
from  the  last  examination.  The  Division  has  also  noted  that  the  Petitioner  but  for  a  transaction  involving 
the  redesignation  of  its  main  office,  had  not  closed  a  branch  office  in  the  last  four  years.  Moreover,  the 
Petitioner  will  retain  two  branch  offices  in  Taunton  and  the  community  will  remain  within  the  Petitioner's 
assessment  area.  Its  CRA  commitment  to  make  credit  available  would  remain  to  the  entire  city,  including 
East  Taunton. 

In  rendering  a  decision  on  this  matter  the  Division  must  determine  that  all  statutory  tests  are  met 
and  that  other  appropriate  factors  are  considered.  As  noted  previously,  the  Division  recognizes  that  the 
closing  of  a  branch  office  of  any  bank  is  likely  to  inconvenience  some  customers  of  that  institution.  On 
the  pending  application,  the  lack  of  activity,  the  minimal  amount  of  deposits  and  the  availability  of  other 
banking  options  in  the  general  area  do  not  lead  to  a  conclusion  that  the  East  Taunton  Branch  must  remain 
open  to  insure  convenience  and  deposit  services  to  the  area.  Similarly,  the  continued  existence  of  two 
other  banking  offices  in  Taunton  by  the  Petitioner  will  not  diminish  it  as  a  provider  of  credit  services 
within  that  community.  I  have  also  considered  the  fact  that  the  Bank  of  Taunton  which  established  the 
East  Taunton  Branch  also  sought  to  close  it  as  evidenced  by  the  1994  Application.   In  conjunction 


therewith,  I  have  noted  that  the  Petitioner  willingly  acquired  and  retained  the  site  as  part  of  the  resolution 
of  a  troubled  institution.    Additionally,  I  am  aware  that  the  Petitioner  subsequently  purchased  another 
branch  office  in  Taunton  in  the  following  year.   The  Petitioner's  commitment  to  continue  to  serve  credit 
and  deposit  needs  of  that  city,  its  residents  and  businesses  remains. 

Accordingly,  based  upon  these  extended  reviews,  consideration  of  comments  received  and  a 
determination  that  all  requirements  of  Massachusetts  General  Laws  chapter  167C,  section  3  have  been 
fulfilled  and  that  the  closing  will  not  adversely  affect  the  area  served  by  the  branch  office,  approval  is 
hereby  granted  to  the  Petitioner  for  the  action  requested,  provided  the  branch  office  closing  takes  place 
within  one  year  of  the  date  of  this  decision.  The  Petitioner  shall  notify  this  Division,  in  writing,  of  the 
date  on  which  the  closing  of  the  branch  office  became  effective. 
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DECISION 

RELATIVE  TO  THE  APPLICATION  OF 

CAMBRIDGE  PORTUGUESE  CREDIT  UNION 

CAMBRIDGE,  MASSA  CHUSETTS 

TO  ESTABLISH  A  BRANCH  OFFICE  A  T 

290  CENTRAL  STREET,  LOWELL,  MASSACHUSETTS 


The  Cambridge  Portuguese  Credit  Union  ("Cambridge  Portuguese"  or  the  "Credit  Union"), 
Cambridge,  Massachusetts  has  petitioned  the  Division  of  Banks  (the  "Division")  to  establish  a  branch  office 
at  290  Central  Street,  Lowell,  Massachusetts.  The  application  was  submitted  pursuant  to  the  provisions  of 
General  Laws  chapter  171,  section  8.  That  statute  authorizes  a  state-chartered  credit  union,  such  as 
Cambridge  Portuguese,  to  establish  and  maintain  one  or  more  branch  offices  in  the  county  where  its  main 
office  is  located  or  on  a  site  within  twenty-five  miles  of  the  premises  of  its  main  office.  Under  the  law,  the 
establishment  of  a  credit  union  branch  office  is  subject  to  such  notice  and  hearing  as  the  Commissioner  of 
Banks  (the  "Commissioner")may  require  and  is  subject  to  the  written  permission  and  any  conditions  which 
the  Commissioner  may  impose. 


The  record  shows  that  the  proposed  Lowell  site  is  within  Middlesex  County,  the  home  county  of 
the  Petitioner  and  therefore  meets  that  requirement  of  law.  The  application  submitted  was  complete  in  its 
compliance  with  administrative  mandates  of  the  Division.  Accordingly,  notice  of  the  application  was 
posted  and  published  in  accordance  with  the  Division's  standard  procedures.  Based  on  the  public  responses 
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and  requests  received  during  the  initial  comment  period,  a  public  hearing  on  the  matter  was  set  by  the 
Division.  '  The  hearing,  which  was  well  attended,  was  held  at  5:30  P.M.  on  March  12,  1998  at  the 
Division's  North  Field  Office,  77  East  Merrimack  Street,  Lowell.  During  the  oral  testimony  at  the  hearing, 
in  response  to  numerous  questions  asked,  and  in  written  comments  submitted  that  day  and  in  the 
supplemental  filing  period,  the  Division  received  significant  additional  information  as  to  the  impact  of  the 
petition  on  the  Credit  Union  and  its  membership;  its  competitors;  and  the  area  to  be  served  by  the  proposed 


branch  office. 


The  factors  on  which  the  merits  of  this  application  has  been  analyzed  are  well  settled.  These 
factors  were  read  into  the  record  at  the  opening  of  the  public  hearing  for  the  benefit  of  those  attending  the 
hearing.  Since  the  application  was  submitted  under  section  8  of  chapter  171  of  the  General  Laws,  the 
provisions  of  that  law  and  related  application  items  are  considered.  The  financial  and  managerial  resources 
of  the  Credit  Union,  its  record  of  performance  under  the  Community  Reinvestment  Act  ("CRA"),  as  well  as 
the  public  convenience  and  advantage  to  be  served  by  the  proposed  branch  office  and  the  competitive 
effects  of  the  proposed  transaction  are  also  reviewed.  Many  of  these  factors  are  set  out  in  section  3  of 
chapter  167C  of  the  General  Laws  which  governs  banking  offices  of  state-chartered  banks.  The  criteria  set 
out  in  said  section  3  of  chapter  167C,  as  interpreted  by  Decisions  of  the  Division,  are  applicable  to  section  8 
of  chapter  171 .  Moreover,  the  delineated  criteria  of  section  3  is  consistent  with  items  to  be  responded  to  in 
the  Division's  application.    The  factors  set  out  in  said  section  3  include  whether  competition  will  be 


Written  objections  were  received  by  the  Division  during  the  comment  period.  One  commentator,  a  banking  trade 

association,  specifically  requested  a  public  hearing  on  the  application. 

See  e.g.,  Decision  Relative  to  the  Relative  to  the  Conversion  of  Massachusetts  Federal  Credit  Union  to  a  State 
Charter,  (August  8,  1997)  at  5  (setting  out  additional  or  supplementary  administrative  standards  for  reviewing  credit 
union  charter  conversion  applications);  Decision  Relative  to  the  Application  of  Pitts  field  G.E.  Employees '  Credit 
Union,  Pittsfield,  Massachusetts  to  Amend  its  By-laws  to  Change  Both  the  Name  of  the  Credit  Union  and  the 
Associations  Which  Qualify  Persons  for  Membership,  (February  25,  1995)  at  6-9  (setting  out  the  Division's 
administrative  standards  for  reviewing  credit  union  membership  by-law  expansion  amendments). 
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unreasonably  affected;  whether  public  convenience  and  advantage  will  be  promoted  which  consists,  in  part, 
of  showing  of  net  new  benefits.  As  defined  in  that  law,  net  new  benefits  includes  initial  capital  investments; 
job  creation  plans;  consumer  and  business  services  and  commitments  to  maintain  and  open  banking  offices 
within  an  institution's  community.  The  Division  reviewed  all  documents,  materials,  testimony  and  issues 
raised  relative  to  this  application  in  light  of  the  foregoing  factors. 


At  the  time  the  application  was  filed,  Cambridge  Portuguese  had  total  assets  of  approximately 
$64,500,000.00  and  shares  and  deposits  of  $60,500,000.00.  The  Credit  Union's  annual  report  filed  as  of 
December  31,  1997  shows  total  membership  of  9,807.  The  Credit  Union  served  that  membership  from  two 
banking  offices,  its  main  office  in  Cambridge  and  a  branch  office  in  Somerville.  The  Credit  Union's  shares 
and  deposits  are  insured  by  the  National  Credit  Union  Share  Insurance  Fund  (the  "NCUSIF').  Shares  and 
deposits  in  excess  of  federal  insurance  limits  are  insured  by  the  Massachusetts  Credit  Union  Share 
Insurance  Corporation  (the  "Corporation"),  a  private,  industry  sponsored,  excess  share  insurer. 


The  site  of  the  proposed  branch  office  of  Cambridge  Portuguese  is  located  in  the  central  business 
district  of  Lowell.  The  property  is  commercially  zoned  and  was  previously  occupied  by  a  financial 
institution.  As  such  it  is  fully  equipped  for  teller  transactions.  It  has  a  drive-through  window.  It  also  has 
500  safe  deposit  boxes  and  is  handicapped  accessible.  The  proposed  location  is  ?  free  standing  building 
with  its  own  parking  facilities.  The  ability  to  provide  safe  deposit  boxes  and  to  make  certain  improvement 
to  the  site  are  both  subject  to  separate  approvals  by  the  Division. 


See,  Section  75  of  chapter  171  of  the  General  Laws 


As  stated  in  the  various  documents  filed  on  this  matter,  the  Credit  Union,  which  was  founded  in 
1928,  seeks  to  serve  the  financial  needs  of  the  Portuguese  speaking  community.  Its  efforts  in  Cambridge 
and  Somerville  to  serve  this  population  are  offered  as  evidence  of  its  intent.  Those  efforts,  it  states,  resulted 
in  individuals  and  community  groups  in  Lowell  to  seek  this  expansion  by  the  establishment  of  a  branch 
office  within  Lowell. 

jj 

At  the  public  hearing,  the  Credit  Union  testified  that  within  three  miles  of  the  proposed  branch 
office  is  a  population  of  8,000  people  of  Portuguese  descent.  Of  more  significance  is  the  fact  that 

< 

approximately  one-half  of  this  population  is  located  within  one  mile  of  the  proposed  branch  office.  This 
neighborhood  contains  a  significant  number  of  low  to  moderate  income  households.  The  Credit  Union 
offers  that  consistent  with  its  corporate  objective  and  membership  by-laws,  the  Portuguese  population  of 
Lowell  is  within  its  sphere  of  operation. 


As  stated  in  the  application  and  emphasized  at  the  public  hearing,  the  ability  of  nearly  all 
employees  and  directors  of  the  Credit  Union  to  speak  Portuguese  is  a  vital  component  to  its  services  to  its 
membership.  The  feature  allows  the  Credit  Union  to  serve  as  a  resource  to  its  members  on  all  potential 
financial  transactions  and  not  just  deposit  and  withdrawal  activities. 


Cambridge  Portuguese's  membership  bylaw  provides  in  pertinent  part:  "Membership  in  this  corporation  is  limited 
to  persons  of  Portuguese  descent  or  extraction  by  birth  or  marriage. .." 

The  record  contains  a  number  of  written  and  oral  comments  from  local  Portuguese  business,  social,  ethnic  and 
community  groups  in  support  of  this  application. 

See,  Federal  census  tract  data  for  census  tracts  3 1 1 9.00  through  3 1 2 1 .00.  The  Division  also  notes  that  the  Credit 
Union's  bylaw  on  its  corporate  object  targets  this  population  segment.  Section  2  provides:  "The  object  of  this 
Credit  Union  is  ...  for  the  promotion  of  thrift  among  its  members  by  the  accumulation  of  their  savings  in  small 
amounts  and  the  loaning  of  such  accumulations  to  its  members  only  for  provident  purposes  at  a  moderate  rate  of 
interest." 
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The  Credit  Union  also  offers  the  expressions  of  support  and  requests  for  its  expansion  to  Lowell 
submitted  with  the  application  and  provided  at  the  public  hearing  .  The  record  of  the  proceeding  clearly 
reflects  the  support  of  this  application  from  the  Portuguese  community  in  Lowell.  At  the  public  hearing 
numerous  references  were  made  to  the  convenience  of  the  site  of  the  proposed  branch  office  being  located 
at  the  border  of  "Little  Portugal"  in  Lowell.  Staff  of  the  Division  are  familiar  with  both  the  site  and  its 
proximity  to  the  Portuguese  community  in  Lowell. 


The  various  documents  submitted  and  testimony  given  support  the  Credit  Union  in  seeking  to 
establish  this  branch  office.  Those  documents  note  the  fact  that  approximately  130  existing  members  of  the 
Credit  Union  live  or  work  within  the  Greater  Lowell  area.  That  fact,  plus  the  requests  for  expanded  credit 
union  services  from  entities  within  the  community  serve  as  the  basis  for  the  Credit  Union's  application. 
Those  factors,  it  argues,  reflect  the  fact  that  it  is  not  seeking  to  adversely  affect  competition  in  the  service 
area  but  to  provide  services  to  those  individuals  of  Portuguese  extraction  who  for  cultural  or  economic 
reasons  may  not  be  conducting  financial  services  with  banking  entities.  Accordingly,  it  views  the 
application  as  a  natural  extension  and  consistent  with  its  objectives  as  a  credit  union. 


The  financial  resources  and  characteristics  of  the  Credit  Union  have  been  considered  in  conjunction 
with  this  proposal  to  establish  a  branch  office.     In  particular,  the  Division  analyzed  the  impact  the 
transaction  would  have  on  the  capital  or  surplus  of  an  institution  if  the  proposal  were  not  to  be  successful. 
Projections  of  the  applicant,  which  in  this  case  shows  losses  of  approximately  $400,000.00  during  the  first 
two  years  of  operating  the  branch  office,  if  approved,  are  helpful  in  this  process.  The  Division's  financial 
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The  Credit  Union  submitted  petitions  with  over  400  signatures  of  individuals  supporting  the  establishment  of  the 
proposed  branch.    Local  credit  unions  also  indicated  support  of  the  proposed  branch.  A  letter  of  support  was  also 
submitted  by  U.  S.  Congressman  Martin  Meehan.  Favorable  oral  testimony  was  given  by  State  Representative 
Kevin  J.  Murphy. 
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analysis  reflects  that  Cambridge  Portuguese's  surplus  position  exceeds  any  regulatory  requirements  and  has 
grown  at  a  constant  level  which  is  above  their  peer  group.  That  growth  also  clearly  reflects  earnings 
strength  cf  the  Credit  Union's  assets.  The  cost  ;o  lease  the  proposed  site  and  to  make  it  operational  by  the 
Credit  Union  have  also  been  factored  into  the  Division's  calculationson  the  financial  impact  of  the  proposed 
transaction.  Based  on  the  review  of  these  various  financial  criteria,  the  Division  finds  that  fiscal  strength  of 
the  Credit  Union  is  supportive  of  the  application  to  establish  a  branch  office. 


Another  component  of  the  Division's  consideration  of  an  application  to  establish  an  additional 
banking  office  is  the  ability  of  an  institution^  management  to  successfully  operate  multiple  facilities  and  to 
handle  anticipated  growth.  The  Division  has  found  management  is  able  to  handle  the  additional 
responsibilitiesthat  could  result  from  increased  membership  and  operations.  The  limited  issues  raised  by 
this  singular  application  for  an  additional  branch  office  do  not,  in  and  of  themselves,  lead  to  a  different 
conclusion  on  the  abilities  of  the  management  of  an  expanded  Credit  Union. 


The  Credit  Union  also  presents  as  support  of  its  application  the  return  of  a  banking  facility  to  the 
community.  The  office  at  90  Central  Street,  Lowell  had  been  a  branch  office  of  a  commercial  bank  until 
1995.  Therefore,  it  offers  that  the  banking  public  in  that  area  looking  for  an  additional  banking  option  will 
find  the  site  a  convenient  location  and  the  Credit  Union,  if  they  qualify  for  membership,  a  viable  alternative. 


a 

The  Division  notes  that  in  1993,  Cambridge  Portuguese  received  a  $1,51 1,420  capital  infusion  from  the 
Corporation  to  assist  the  credit  union  to  obtain  federal  share  insurance  from  the  NCUSIF.  The  Credit  Union's 
capital  infusion  agreement  with  the  Corporation  contemplates  voluntary  repayment  of  this  donated  capital.  It  has 
been  the  Division's  long-standing  position  that  credit  unions  that  received  capital  infusions  from  the  Corporation 
during  the  period  of  1991-1994  in  order  to  obtain  NCUSIF  insurance  clearly  have  a  moral,  if  not  legal  or 
enforceable,  obligation  to  repay  such  sums,  if  their  financial  condition  permits.  Cambridge  Portuguese  is  expected 
to  make  a  good  faith  effort  to  repay  the  Corporation  for  the  benefit  of  its  member  credit  unions.  In  any  future 
application  for  expansion,  the  Division's  financial  analysis  may  deduct  any  outstanding  capital  infusion  from  the 
Credit  Union's  surplus  or  capital  if  its  moral  obligation  to  repay  the  Corporation  is  ignored. 
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In  its  various  filings,  the  Credit  Union  has  adequately  addressed  the  issue  of  net  new  benefits  which 
will  result  from  the  transaction.  As  previously  noted,  that  standard  is  set  out  in  a  banking  law  provision, 
General  Laws  chapter  167C,  section  3.  However,  since  shortly  after  that  provision  was  added  to  the  statute, 
the  Division  administratively  incorporated  it  in  the  application  governing  branching  by  credit  unions.  In 
this  matter,  Cambridge  Portuguese  points  out  that  restoring  the  location  to  active  use  will  provide  several 
benefits  to  the  business  area  of  Lowell.  Additionally,  it  wili  create  jobs  for  ten  people  in  six  full  time  and 
four  part  time  positions,  under  current  plans.  Renovations  to  the  property,  although  not  extensive,  will  also 
provide  capital  investments.  Moreover,  as  set  out  in  the  documents  fiied,  the  establishment  of  the  branch 
office  will  further  enhance  the  ability  of  the  Credit  Union  to  deliver  its  products  and  services  while  also 
evidencing  its  commitment  to  the  local  Portuguese  community 


The  Division's  analysis  of  competition  among  financial  institutions  in  the  Commonwealth  is  clearly 
evidenced  by  and  impacted  by  the  following  statistics  on  the  state-chartered  banking  system  and  the 
operation  of  federally-chartered  institutions  within  the  Commonwealth.  As  of  year  end  1997,  there  were 
332  state-chartered  banks  and  credit  unions  operating  in  Massachusetts.  In  addition  to  the  main  offices 
reflected  by  each  of  those  institutions,  there  were  an  additional  979  branch  offices  from  which  those  banks 
and  credit  unions  conducted  their  business.  Those  1,3 1 1  brick  and  mortar  banking  offices  do  not  include 
additional  banking  offices  operated  by  federally-chartered  banks  and  credit  unions  headquartered  in  the 
Commonwealth.  An  additional  opportunity  to  conduct  banking  services  is  provided  by  the  3,647  shared 
automated  teller  machines  ("ATMS")  operating  in  the  Commonwealth.  A  significant  number  of  additional 
proprietary  non-shared  ATMs  located  at  existing  banking  offices  also  provide  twenty-four  hour  banking 
options  to  the  banking  public  of  the  Commonwealth  and  are  not  reflected  in  the  prior  ATM  totals. 


The  preceding  figures  clearly  reflect  the  Division's  general  position  that  the  Commonwealth's 
citizens  benefit  from  ample  banking  facilities  from  which  to  choose  to  conduct  their  banking  business. 
Absent  significant  adverse  financial,  managerial,  CRA  or  other  countervailing  factors,  financial  institutions 
should  be  generally  free  to  make  what  is  essentially  a  business  decision  to  compete  by  branching  into  a  new 
market  or  area.  This  standard  is  uniformly  applied  oy  the  Division  to  both  banks  and  credit  unions.  The 
branch  application  review  process  is  required  by  law  for  the  purpose  for  preserving  the  financial  safety  and 
soundness  of  individual  institutions  and  the  industry  us  a  whole.  These  considerations  benefit  the  public  in 
various  ways.  The  most  important  regulatory  criteria  is  that  competition  will  not  suffer  through  a 
concentration  of  banking  services.  A  proposed  transaction  which  increases  the  number  of  competitors  in  a 
market  is  unlikely  to  eliminate  or  substantially  diminish  competition  and  thereby  warrant  disapproval  of  a 
transaction.  To  the  extent  that  competition  remains  and  is  increased,  additional  public  benefits  should 
result  and  continue  to  occur  over  time.  Those  benefits  may  be  evidenced  by  increased  options  for 
conducting  one's  banking  business;  different  products  and  services  offered;  different  lean  rates  and  service 
fees  to  be  charged;  the  hours  available  to  do  business;  capital  improvement  to  the  facilities  in  which  the 
public  will  do  its  banking;  and  numerous  other  means  by  which  business  is  conducted. 


The  application  before  the  Division  meets  the  criteria  set  out  above.  The  Division  finds  that 
competition  will  be  increased  by  the  addition  of  a  banking  office  of  the  Credit  Union  in  Lowell  and  that  the 
banking  public  in  the  area  will  benefit.  The  fact  that  an  office  of  a  financial  institution  will  be  opened  in  a 
market  where  it  currently  has  customers  in  and  of  itself  will  not  unreasonably  affect  competition  in  the 
Division's  analysis.  Therefore,  factors  relative  to  the  competitive  impact  of  the  transaction  do  not  preclude 
approval  of  the  application. 
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The  concept  that  competitive  considerationsare  intended  to  ensure  that  other  financial  institutions' market  shares  are 
preserved  fell  into  regulatory  disfavor  when  deposit  and  interest  rates  were  deregulated  in  the  early  1 980's. 
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As  part  of  any  application  or  matter  before  the  Division  for  an  approval,  the  petitioning  institution's 
performance  under  CRA  is  a  critical  factor.  Only  a  few  states  apply  CRA  to  matters  affecting  credit  unions. 
The  Division  has  always  applied  the  provisions  of  the  Commonwealth'sCRA  statute,  section  14  of  chapter 
1 67  of  the  General  Laws  and  now  its  implementing  regulation  209  CMR  46.00  et  seq.,  to  credit  unions  since 
the  law  is  clear  on  that  issue.  Moreover,  the  Division's  emphasis  on  an  institution's  CK\  evaluation  on  the 
regulatory  approval  process  has  been  clearly  articulated  in  Regulatory  Bulletin  2-1  101.  A  review  of  the 
record  of  Cambridge  Portuguese's  performance  under  CRA  shows  that  it  received  a  public  rating  of 
"Satisfactory"  in  the  Division's  analysis  of  its  record  as  of  May  1997.  That  review  considered  the 
characteristics  of  the  Credit  Union  itself  and  the  laws  under  which  it  operates.  Accordingly,  the  analysis 
of  Cambridge  Portuguese's  CRA  performance,  which  is  above  and  beyond  that  to  which  federally-chartered 
credit  unions  are  subject  to,  does  not  preclude  approval  of  this  application  to  establish  a  branch  office  in 
Lowell. 


Opposition  to  the  application  focused  on  public  convenience  and  advantage  and  competition,  as 
impacted  by  the  tax  status  of  credit  unions  in  general.  Arguments  against  the  petition  were  made  by 
banking  industry  trade  groups  and  a  local  banker.  On  the  criteria  of  public  convenience  and  advantage,  the 
opposition  noted  that  the  products  and  services  to  be  provided  by  Cambridge  Portuguese  are  already  readily 
available  from  several  financial  institutions  based  or  operating  in  the  service  area.  The  proximity  of  banks 
to  the  proposed  site  was  also  presented  to  negate  the  convenience  argument.  Moreover,  testimony  detailed 
the  long-standing, active  efforts  of  local  banks  to  provide  services  and  personnel  which  could  directly  assist 
their  Portuguese  customers  From  its  CRA  examinations  of  several  Lowell  institutions,  the  Division  is 
aware  of  and  officially  recognizes  and  applauds  the  significant  outreach  efforts  of  these  local  financial 


It  is  important  to  note  that  federally-charteredcredit  unions  currently  are  not  subject  to  the  federal  CRA  statute. 


institutions.  These  efforts  include  but  are  not  limited  to  translation  services,  bilingual  disclosures  and  basic 
banking  products.  Competitive  arguments  in  opposition  to  the  application  focused  on  the  number  of 
financial  institutions  in  the  service  area  and  the  competitive  advantage  resulting  from  the  different  taxation 
status  between  banks  and  credit  unions. 


The  principal  factor  outside  the  bank  regulatory  piocess  which  has  stirred  inter-industry  opposition 
to  this  and  recent  applications  by  credit  unions  is  their  tax  statu ...  The  opposition  by  banks  and  their  trade 
associations  to  these  credit  union  applications  is  ignited  by  the  fact  that  state  and  federally-chartered  credit 
unions  located  in  Massachusetts  are  not  subject  to  taxation  by  the  Commonwealth  and  the  federal 
government.  These  tax  policies  produce,  in  the  eyes  of  the  banks,  a  significant  economic  disadvantage  in 
an  increasingly  competitive  financial  services  industry  In  sum,  these  local  community  banks,  many  of 
whom  are  m  mutual  form  like  credit  unions,  face  the  diily  recognition  that  a  competing  credit  union's 
operations  and  bottom  line  are  enhanced  by  its  non-tax  status. 


The  Division  has  judiciously  avoided  commenting  on  this  divisive  taxation  issue  in  the  past.  Asa 
matter  of  law.  it  is  not  a  reviewable  reguiatory  factor  for  the  Division  under  the  credit  union  branching 
statute.  As  such  neither  this  Decision  nor  future  applications  by  credit  unions  may  be  decided  on  this  issue. 
Nevertheless,  the  Division  understands  the  concern  of  the  banking  industry'  in  terms  of  the  larger  issue  of  an 
apparent  disparity  in  the  taxation  of  different  financial  institutions.        The  issue  of  taxation  is  well  beyond 


See  Decision  Relative  to  the  Application  of  PittsfieldG.E.  Employees' Credit  Union,  Pittsfield,  Massachusettsto 

Amend  its  By-laws  Governing  Associations  which  Qualify  Persons  for  Membership,  (August  13,1 992)  (written 
Decisions  did  not  discuss  the  taxation  issue  in  order  to  emphasize  that  the  situation  existed  as  a  matter  of  law  and  was 
beyond  the  direct  ability  or  jurisdiction  of  the  Division  to  address);  Decision  Relative  to  the  Application  of  Pittsfield 
G.  E  Employees '  Credit  Union,  Pittsfield,  Massachusetts  to  A  mend  its  By-laws  to  Change  both  the  Name  of  the  Credit 
Union  and  the  Associations  which  Qualify  Persons  for  Membership.  (February  25,  1 994)  at  8. 

The  Division  also  acknowledges  that  state-chartered  credit  unions  do  not  possess  the  same  range  of  powers 
enjoyed  by  state-chartered  banks.  For  example,  the  broad  express  or  "incidental"  powers  provisions  enjoyed  by 
banks  are  not  found  in  chapter  171  of  the  General  Laws.  See  G.  L.  c.  167F,  s.2. 
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the  jurisdiction  or  the  statutory  critei  ia  that  the  Division  has  to  review  and  weigh  in  deciding  upon  various 
credit  union  applications.  The  taxation  of  credit  unions  is  clearly  outside  this  proceeding  or  the  Division's 
regulatory  domain.  The  ultimate  decision  on  this  issue  lies  with  legislators  on  Beacon  Hill  and  Capitol 
Hill  as  a  matter  of  public  and  tax  policy  On  a  case  by  case  basis,  the  Division  recognizes  that  future 
applications  may  be  challenged  on  certain  grounds.  The  basis  or  any  such  challenge,  nowever,  must  be 
germane  to  ine  application  at  issue  and  must  be  based  on  statutory  or  regulatory  criteria  over  which  the 
Division  has  jurisdiction.  Any  additional  revew  piocedures  to  be  implemented  by  the  Division  will 
consider  the  merits  of  the  opposition  in  Mghtof  controlling  legal  criteria. 


Accordingly,  based  upon  these  extended  reviews  of  the  several  standards  on  which  the  application 
was  analyzed,  consideration  of  all  comments  and  filii.gs  en  ihe  record  of  this  matter  and  a  determination 
that  all  requirements  of  Massachusetts  General  Laws  chapter  I'M.  section  8  and  administrative  mandates  of 
the  Division  have  been  met,  approval  is  hereby  granted  the  Credit  Urnon  to  establish  and  maintain  a  branch 
office  at  290  Central  Street  in  Lowell  provided  the  branch  office  shall  b<  opened  within  one  year  of  the  date 
cf  this  Decision.  The  Credit  Union  shall  notify  the  Division,  in  writing,  of  the  date  on  wnich  the  branch 
office  commenced  business. 


In  conjunction  with  the  petition  to  establish  the  branch  office  two  related  approvals  are  sought  by 
the  Credit  Union.    Both  requests  are  triggered  by  provisions  of  General  Laws  chapter  171,  section  75. 
Under  one  provision  of  that  statute,  a  state-chartered  credit  union  is  required  to  obtain  approval  for 
expenditures  greater  than  $10,000.00  during  a  specified  period  for  improvements  to  property  leased  to 
transact  its  business.    Cambridge  Portuguese  seeks  to  invest  up  to  $90,000.00  in  capital  and  leasehold 


The  Division's  position  was  recently  stated  in  the  record  of  a  public  hearing  held  on  June  10,  1998  on  a  application 
of  Telephone  Workers  Credit  Union  to  open  a  branch  in  Stoneham.  The  application  was  challenged  by  local  banks 
and  a  joint  trade  group  task  force  partly  on  the  basis  of  the  taxation  issue. 
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improvements  at  the  290  Central  Street  location.  A  state-chartered  credit  union  also  needs  the  approval  of 
the  Division  under  said  section  75  to  establish  and  maintain  safe  deposit  boxes.  As  a  former  branch  office 
of  a  financial  institution,  there  are  500  safe  deposit  based  in  place  at  the  290  Central  Street  site  and 
Cambridge  Portuguese  seeks  to  provide  storage  and  rental  of  the  boxes  to  itr  members. 


Based  upon  a  review  of  the  applicable  provisions  of  law;  the  amounts  in  reserve  and  surplus 
accounts  of  the  Credit  Union;  and  pursuant  to  section  75  of  chapter  )7i  of  the  General  Laws,  I  Hereby  grant 
to  Carnbrioge  Portuguese  the  following  additional  approvals:  (1)  to  expend  .up  to  $  100,000.00  on 
improvements  to  the  branch  office  at  290  Central  Street,  provided  that  any  amount  to  be  spent  in  excess  of 
that  amount  shall  require  the  prior,  written  approval  of  the  Division;  and  (2)  to  establish  and  maintain  the 
existing  safe  deposit  boxes  at  the  location;  provided  that  the  Credit  Union  complies  with  the  provisions  of 
General  Laws  chapter  158.  section  17  and  209  CMR  30.00  ei.  secj.,  provided,  further,  that  the  number  of 
safe  deposit  boxes  at  this  location  shall  not  be  increased  without  prior  written  approval  of  the  Division. 


Approval  is  also  hereby  granted  Dursuant  to  the  provisions  of  Massachusetts  General  Laws  chapter 
167B,  sections  3  and  4  for  the  Credit  Union  to  operate 'share  an  electronic  branch  ("ATM")  at  the  above 
address  provided  such  activity  begins  within  one  year  from  the  below  date.  As  indicated  in  the  application, 
the  ATM  will  be  shared  on  the  PLUS  and  NYCE  networks.  The  Credit  Union's  written  notice  to  the 
Division  of  the  date  of  the  branch  office  opening  or  a  subsequent  response  to  the  Division's  MIS  Unit, 
should  include  the  ATM  identifier  number  and  the  date  on  which  the  ATM  commenced  operation. 


June  26,  1998 
Date 


F:\admin\cob\caiopor.dec 
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PETITION  TO  ACQUIRE  THE  CAPITAL  STOCK  OF  ^  jp 

GLOUCESTER  BANK  &  TRUST  COMPANY  AUlj  3  1  1998 
GLOUCESTER,  MASSACHUSETTS 

University  of  Massachusetts 

Deposiinry  Copy 

Gloucester  Bank  &  Trust  Company  (the  "Bank"),  Gloucester,  Massachusetts,  a  state-chartered  trust 
company  and  GBT  Bancorp  (the  "Petitioner"),  a  recently  organized  Massachusetts  corporation,  have  filed 
with  the  Division  of  Banks  (the  "Division")  for  approval  of  a  Plan  of  Acquisition  (the  "Plan")  dated  as 
of  March  20,  1998.  Under  the  terms  of  said  Plan,  the  Petitioner  will  acquire  all  of  the  issued  and 
outstanding  shares  of  the  Bank's  common  stock,  other  than  shares  held  by  stockholders  asserting 
dissenters'  rights,  in  exchange  for  shares  of  the  Petitioner's  common  stock  pursuant  to  the  provisions  of 
Massachusetts  General  Laws  chapter  172,  section  26B.  The  Bank  will  then  become  a  wholly  owned 
subsidiary  of  the  Petitioner  as  a  result  of  this  corporate  reorganization. 

In  accordance  with  the  provisions  of  said  section  26B.  the  Petitioner  and  the  Bank  have  submitted 
the  requisite  certificates  of  approval  by  their  respective  authorized  officers.  Notices  have  been  given  to 
stockholders  of  the  Bank  and  to  the  public.  The  deadline  for  filing  comments  has  passed.  Consequently, 
the  Plan  has  been  considered  in  conformity  with  the  cited  statutory  provisions. 

With  reference  to  this  petition,  no  bank  expansion  in  the  form  of  either  a  merger  or  multibank 
holding  company  acquisition  is  involved,  thus  bank  competition  will  not  be  adversely  affected  by  approval 
of  the  proposed  transaction.  According  to  information  provided  in  the  application,  the  Bank's  services 
will  not  be  affected  as  a  result  of  this  acquisition.  The  Petitioner  believes  that  a  holding  company 
structure  will  provide  flexibility  for  meeting  the  future  financial  needs  of  the  Bank  or  other  subsidiaries 

TEL  (617)  727-3145    *    FAX  (617)  727-0607    *   TDD  (617)  727-7625    '    http://www.state.ma.us/dob/ 


of  the  Petitioner  and  for  responding  to  competitive  conditions  in  the  financial  services  industry.  Upon 
review,  the  Bank  was  found  to  have  an  "Outstanding"  rating  in  the  most  recent  examination  of  its 
performance  under  the  Community  Reinvestment  Act.  Therefore,  public  convenience  and  advantage 
considerations  support  approval  of  this  petition.  The  Division's  economic  and  financial  reviews  were  also 

found  to  weigh  in  favor  of  this  application. 

N 

Therefore,  based  upon  the  review  of  the  record  of  this  application  and  a  determination  that  the 

'  i  provisions  of  said  section  26B  have  been  met,  approval  is  hereby  granted  for  the  Petitioner's  acquisition 

» 

L 

of  the  Bank  through  this  reorganization,  subject  to  the  following  provisions: 

1.  After  the  completion  of  the  reorganization  of  the  Bank  into  the  holding  company 

structure  the  following  investments  and  activities  shall  be  authorized: 


(a)  GBT  Bancorp  may  engage  directly  or  indirectly  in  only  such  activities  as 
are  now  or  may  hereafter  be  proper  activities  for  bank  holding  companies 
registered  under  the  Federal  Bank  Holding  Company  Act  of  1956,  as 
amended; 

(b)  the  Bank  may  engage  in  any  investment  or  activity  which  the  Bank  may 
from  time  to  time  engage  in  as  a  Massachusetts-chartered  trust  company; 

(c)  GBT  Bancorp  and  the  Bank  may  engage  in  any  other  investment  or 
activity  hereafter  authorized  by  the  Commissioner  of  Banks  under 
applicable  law. 

Commencing  with  the  effective  date  of  the  acquisition,  the  Division's  minimum 
capital  requirements  for  the  Bank  and  GBT  Bancorp  are  as  follows: 

(a)  the  Bank's  Tier  1  leverage  capital  ratio  must  equal  or  exceed  4%,  or  any 
such  higher  amount  as  specified  within  any  formal  or  informal  regulatory 
action  document  required  by  the  Division,  the  Federal  Deposit  Insurance 
Corporation  or  the  Federal  Reserve,  based  upon  the  Bank's  most  recent 
Federal  Deposit  Insurance  Corporation  Report  of  Condition  and  Income 
and  any  amendments  thereto.  The  amount  of  capital  and  assets  shall  be 
calculated  in  accordance  with  12  CFR  Part  325; 

(b)  GBT  Bancorp's  consolidated  Tier  1  leverage  capital  ratio  must  equal  or 
exceed  4%  or  any  such  higher  amount  as  specified  within  any  formal  or 
informal  regulatory  action  document  required  by  the  Division,  the  Federal 
Deposit  Insurance  Corporation  or  the  Federal  Reserve,  based  upon  its 
most  recent  call  report  or  any  amendment  thereto  as  reported  to  the 
federal  or  state  authority;  and 


-3- 

(c)  if  the  minimum  capital  ratios  fall  or  would  fall  below  those  stated  in 

clauses  (a)  and  (b),  the  Commissioner  may  impose  further  conditions  or 
restrictions  on  the  payment  of  dividends.  There  will  be  no  dividend 
restrictions  other  than  those  found  in  Massachusetts  General  Laws  chapter 
172,  section  28,  so  long  as  the  minimum  capital  ratios  set  out  herein  are 
maintained. 

This  acquisition  shall  conform  with  and  become  effective  in  accordance  with  the 
provisions  of  Section  2  of  the  Plan  of  Acquisition. 
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DECISION 

RELATIVE  TO  THE  APPLICATION  OF 

TELEPHONE  WORKERS  CREDIT  UNION 

BOSTON,  MASSACHUSETTS 

TO  ESTABLISH  A  BRANCH  OFFICE  A  T 

REDSTONE  PLAZA,  99E  MAIN  STREET,  STONEHAM,  MASSACHUSETTS 


The  Telephone  Workers  Credit  Union  (the  "TWCU"  or  the  "Credit  Union"),  Boston, 
Massachusetts  has  petitioned  the  Division  of  Banks  (the  "Division")  to  establish  a  branch  office  at 
Redstone  Plaza,  99E  Main  Street,  Stoneham,  Massachusetts.  The  application  was  submitted 
pursuant  to  the  provisions  of  General  Laws  chapter  171,  section  8.  That  statute  authorizes  a  state- 
chartered  credit  union,  such  as  TWCU,  to  establish  and  maintain  one  or  more  branch  offices  in  the 
county  where  its  main  office  is  located  or  on  a  site  within  twenty-five  miles  of  the  premises  of  its 
main  office.  Under  the  law,  the  establishment  of  a  credit  union  branch  office  is  subject  to  such 
notice  and  hearing  as  the  Commissioner  of  Banks  (the  "Commissioner")  may  require  and  is  subject 
to  the  written  permission  of  and  any  conditions  which  the  Commissioner  may  impose. 


The  Credit  Union's  main  office  is  located  in  Suffolk  County  at  100  High  Street,  Boston. 
The  proposed  Stoneham  site  is  within  Middlesex  County.     This  site,  however,  is  approximately 
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twelve  miles  from  TWCU's  main  office.      The  location,  therefore,  meets  the  twenty-five  mile 
geographical  requirement  of  the  credit  union  branching  law. 


The  application  submitted  was  complete  in  its  compliance  with  administrative  mandates  of 

the  Division.  Accordingly,  notice  of  the  application  was  posted  and  published  in  accordance  with 
t 

the  Division's  standard  procedures.  Based  on  the  public  responses  and  requests  received  during  the 

fi  initial  comment  period,  a  public  hearing  on  the  matter  was  set  by  the  Division.   The  hearing  was 

* 

^'  held  at  5:30  P.M.  on  June  10,  1998  at  the  Stoneham  Town  Hall.    It  was  very  well  attended. 

Extensive  oral  testimony  was  received  at  the  hearing.      Additional  written  materials  were  also 
submitted  by  the  Credit  Union  during  the  supplemental  filing  period. 


Facts 

TWCU  had  total  assets  of  approximately  $354,818,939  and  shares  and  deposits  of 
$293,523,781  as  of  December  3 1 ,  1997.  The  Credit  Union's  net  capital  to  total  assets  ratio  stood  at 
17.11  %,  well  above  industry  averages.  It  has  reported  strong  earnings  with  a  net  income  to  average 
assets  ratio  of  1.07%.     TWCU  has  a  "satisfactory"  record  of  performance  rating  under  the 


Written  objections  were  received  during  the  comment  period  from  the  Stoneham  Chamber  of  Commerce,  the 

Stoneham  Savings  Bank,  a  local  business  person  and  a  joint  task  force  of  two  banking  trade  associations.  A  public 
hearing  on  the  application  was  requested  by  commentators. 
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Approximately  two  hundred  individuals  attended  the  hearing.  The  large  turnout  required  its  removal  from  a 

Stoneham  City  Hall  hearing  room  to  the  Auditorium.  A  request  by  the  presiding  officer  for  a  show  of  hands  of 
those  in  support  or  in  opposition  indicated  that  the  overwhelming  majority  of  those  in  attendance  supported 
TWCU's  proposed  branch  office.  A  letter  of  support  also  was  submitted  by  U.  S.  Congressman  Edward  Markey. 
See  TWCU's  supplemental  letter  dated  June  18,  1998. 


Massachusetts  Community  Reinvestment  Act  (the  "CRA"),  General  Laws  chapter  167,  section  14 


and  209  CMR  46.00  et  seq.,  its  implementing  regulations 
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"Occupation"  is  the  qualifying  condition  for  membership  in  TWCU.3  The  Credit  Union's 
membership  is  primarily  drawn  from  the  telephone  and  communications  industry.  It  conducts 
business  from  two  banking  offices,  its  main  office  in  Boston's  Financial  District  and  a  branch  office 
in  Braintree.  The  latter  office  was  opened  in  1 992  to  serve  members  living  or  working  in  the  South 
Shore.  TWCU's  shares  and  deposits  are  primarily  insured  by  the  National  Credit  Union  Share 
Insurance  Fund  (the  "NCUSIF').  Shares  and  deposits  in  excess  of  federal  insurance  limits  are 
insured  by  the  Massachusetts  Credit  Union  Share  Insurance  Corporation  (the  "Corporation"),  a 
private,  industry  sponsored,  excess  share  insurer. 


The  site  of  the  proposed  branch  office  is  located  north  of  Boston.  It  is  situated  in  a  large, 
bustling  Stoneham  shopping  center  that  serves  surrounding  residential  communities.  The  location 
is  easily  accessed  from  Interstate  95  and  Interstate  93,  as  well  as  state  highways.  It  also  is  on  a 
public  transportation  bus  line. 


The  Division  assigned  this  CRA  performance  rating  as  of  February  18,  1997. 
5SeeG.L.  c.l71,s.9(c). 

Eligibility  requirements  for  membership  in  TWCU  are  set  forth  in  its  membership  bylaw.  Article  II  provides  in 

relevant  part:  "Those  employed  by  the  Bell  System's  successor,  spinoff  or  legal  identity  stemming  from  the  AT&T 
divestiture,  employees  of  the  Credit  Union,  employees  of  the  Local  Unions  that  represent  the  above  mentioned 
entities,  employees  of  [sic]  communications  industry,  and  future  or  retired  employees  of  the  above,  and  the  families 
of  members  of  the  Credit  Union,  i.e.  husband,  wife,  father,  mother,  son,  daughter,  brother,  sister,  grandchildren, 
and  the  dependents  of  the  above."  The  membership  bylaw  further  provides  definitions  for  the  terms 
"communications  industry"  and  "immediate  family."       It  also  prescribes  other  conditions  relative  to  membership. 
The  bylaw,  as  amended,  was  approved  under  G.  L.c.171,  ss.9-10,  on  January  20,  1995. 
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Both  the  Credit  Union's  application  and  opponents  noted  that  several  other  financial 
institutions  are  located  within  the  shopping  center,  its  general  vicinity  or  the  Town  of  Stoneham. 
There  are  no  site  or  zoning  impediments  that  would  preclude  the  establishment  of  a  banking  office 
at  TWCU's  proposed  branch  office  location.  The  Credit  Union  intends  to  staff  the  proposed  branch 
office  with  seven  new  employees  at  an  initial  annual  payroll  cost  of  $225,000.  If  possible,  these 
employees  will  be  drawn  from  the  surrounding  communities.  Renovation  and  improvements  to  the 
facility  are  estimated  at  approximately  $300,000. 

The  Credit  Union  is  seeking  to  establish  the  proposed  branch  office  in  order  to  serve  that 
segment  of  its  membership  that  lives  or  works  north  of  Boston.  TWCU  estimates  that  1 8%  of  its 
existing  membership  falls  into  this  group.    It  also  estimates  that  $24,888,000  in  shares  and  deposits 

o 

would  be  transferred  to  the  proposed  office.  A  major  reason  for  the  establishment  of  this  branch 
office  is  to  provide  a  more  convenient  location  for  members  to  conduct  their  banking  business  with 
the  Credit  Union.  Transportation  issues  relating  to  the  Credit  Union's  main  office  in  Boston  are  a 
major  motivating  factor.  TWCU  specifically  cited  the  impact  of  ongoing,  long-term,  construction 
associated  with  the  depression  of  the  Central  Artery  and  the  lack  of  adequate  or  inexpensive 
parking  in  downtown  Boston.  Testimony  from  retirees  living  north  of  Boston  and  active  telephone 
and  communications  industry  employee  members  supported  this  contention.  As  stated  in  the 
various  documents  filed  on  this  matter,  the  Credit  Union  is  seeking  to  serve  the  financial  needs  of 


7 

There  are  seven  banks  and  two  credit  unions  operating  in  this  area. 

g 

TWCU's  application  erroneously  stated  that  $24,888  in  shares  and  deposits  would  be  transferred  to  the  proposed 
office.  This  error  was  subsequently  corrected  by  the  Credit  Union.    See  TWCU's  supplemental  letter  dated  June  1 8, 
1998  at  1. 
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its  North  Shore  members  in  same  manner  that  it  serves  its  South  Shore  members  who  have 
benefited  from  its  Braintree  branch  office.  T WCU  specifically  disclaims  any  intention  to  expand 


its  membership  base  beyond  those  already  eligible  for  membership. 
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The  Credit  Union  also  intends  to  provide  a  full  a  range  of  permissible  financial  products  to 
members  using  the  proposed  Stoneham  office.  These  products  are  substantially  the  same  as  those 
offered  at  TWCU's  main  office  and  Braintree  branch  office.  New  loans,  primarily  credit  card 
loans,  personal  loans,  automobile  loans,  and  home  equity  lines,  are  projected  to  grow  to 
$  1 0,5000,000  from  the  branch  opening  date  to  December  3 1 ,  2000. 


Discussion 

The  statutory  and  administrative  factors  on  which  the  merits  of  this  credit  union  branch 
office  application  have  been  analyzed  are  well  settled.  These  factors  also  were  read  into  the 
record  by  the  Division's  presiding  officer  at  the  opening  of  the  public  hearing  for  the  benefit  of 
those  in  attendance.  Since  the  application  was  submitted  under  section  8  of  chapter  171  of  the 
General  Laws,  the  provisions  of  that  law  and  related  application  items  are  considered.  The 
financial  and  managerial  resources  of  the  Credit  Union,  and  its  record  of  performance  under  the 
CRA  are  reviewed.  Other  relevant  review  factors  are  whether  competition  will  be  unreasonably 
affected;  and  whether  public  convenience  and  advantage  will  be  promoted  which  consists,  in  part, 


See  TWCU  Application  at  14,  30;  TWCU's  supplemental  letter  dated  June  18,  1998  at  1-2. 
See  Decision  Relative  to  the  Application  of  Cambridge  Portuguese  Credit  Union,  Cambridge  ,  Massachusetts  to 
Establish  a  Branch  Office  at  290  Central  Street,  Lowell,  Massachusetts,  (June  26,  1998)  at  2,5-1  l(the  "Cambridge 
Portuguese  Decision"). 
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of  showing  of  net  new  benefits.  Net  new  benefits  include  initial  capital  investments,  job  creation 
plans,  consumer  and  business  services  and  commitments  to  maintain  and  open  banking  offices 
within  an  institution's  community.  The  Division  reviewed  all  documents,  materials,  testimony  and 
issues  raised  relative  to  this  application  in  light  of  the  foregoing  factors. 


Based  upon  a  review  of  the  record  before  it,  the  Division  determines  that  the  financial  and 
managerial  resources  of  the  Credit  Union  support  this  proposal  to  establish  a  branch  office.  Public 
convenience  and  advantage  considerations  can  reasonably  be  expected  to  be  promoted  by  this 
application.  The  Credit  Union  also  has  adequately  addressed  in  its  various  filings  the  related 
issue  of  net  new  benefits  which  will  result  from  the  transaction.  Additionally,  it  will  create  jobs 
for  seven  people,  under  current  plans.  Renovations  to  the  property,  although  not  extensive,  will 
also  provide  capital  investments.  Moreover,  as  set  out  in  the  documents  filed,  the  establishment  of 
the  branch  office  will  further  enhance  the  ability  of  the  Credit  Union  to  deliver  its  products  and 
services.   TWCU's  CRA  performance  rating  is  not  an  adverse  factor. 


The  Division's  analysis  of  competition  among  financial  institutions  in  the  Commonwealth  is 
the  only  remaining  factor  for  consideration.  It  also  appears  to  be  the  sole  legal  basis  for  the 
opponents1  objections  to  this  application.  The  opponents  object  to  this  application  on  three 
grounds.  They  are:  (a)  TWCU's  tax  exempt  status  as  a  credit  union  provides  an  unfair  competitive 
advantage  over  area  bank  competitors;  (b)  TWCU's  proposed  branch  will  "siphon  off  customers 


Supra  at  3-5  (Outlining  facts  supporting  expected  public  convenience  and  advantage,  including  net  new 
benefits,  which  would  accrue  to  TWCU  members  if  this  application  were  approved). 
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and  deposits  from  an  already  ample  number  of  banks  in  the  shopping  center  and  the  Town  of 
Stoneham;  and  (c)  TWCU's  membership  bylaw  is  overly  broad  and  essentially  permits  open 
membership.  The  opponents  argue  that  the  proposed  branch  office  and  TWCU's  perceived 
advantages  as  a  credit  union  will  erode  the  ability  of  area  financial  institutions  to  provide  credit  to 
local  businesses. 


The  Division  has  considered  each  of  these  objections  in  light  of  its  recent  Cambridge 
Portuguese  Decision.  The  taxation  issue  simply  is  not  germane  to  this  application  as  it  is  beyond 
the  Division's  regulatory  jurisdiction.  Similarly,  the  second  objection,  which  relates  to  concerns 
over  potentially  adverse  impacts  upon  existing  bank  competitors  does  not  form  a  sufficient  basis  for 
disapproving  the  Credit  Union's  branch  office  application.  Finally,  objections  to  TWCU's 
existing  membership  bylaw's  eligibility  requirements  are  not  a  relevant  consideration  to  the  review 
of  a  credit  union  branch  office  application  under  General  Laws  chapter  171,  section  8.  It  is 
essentially  a  collateral  challenge  to  a  previously  approved  membership  bylaw  amendment  under 
General  Laws  chapter  171,  section  10.  Concerns  over  the  scope  or  legitimacy  of  membership 
bylaw  provisions  are  properly  reserved  to  that  application  process  and  not  a  subsequent  branch 
office  application. 


Cambridge  Portuguese  Decision  at  10-11.  (Discussion  of  the  relevance  of  taxation  issues  in  the  context  of  a  credit 
union  branch  office  application). 

Id  at  8-9  ("A  proposed  transaction  which  increases  the  number  of  competitors  in  a  market  is  unlikely  to  eliminate  or 
substantially  diminish  competition  and  thereby  warrant  disapprovalof  a  transaction.").  The  record  also  indicates  that 
the  two  credit  unions  located  in  Stoneham  support  TWCU's  branch  office  application.  The  state  credit  union  trade 
association  and  a  federal ly-charteredcorporate  credit  union  also  testified  in  support. 

The  Credit  Union's  1995  bylaw  amendment  was  subject  to  the  Division's  standard  application  procedures. 

Credit  union  bylaw  amendments  also  are  subject  the  Division's  directive  entitled  "Membership  Bylaw 
Amendments."    See  Regulatory  Bulletin  Manual  4. 1  - 1 04  ( 1 998  ed.)  at  94- 1 00. 
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Credit  union  membership  bylaw  amendments  are  subject  to  fairly  extensive  statutory  and 
regulatory  approval  requirements.  Only  membership  bylaw  amendments  and  bylaw  amendments 
involving  a  change  in  location  or  a  change  in  a  credit  union's  name  require  the  Division's  written 
approval.  ?  All  other  credit  union  bylaw  amendments  simply  require  membership  approval.  The 
Division's  Regulatory  Bulletin  Manual  4.1-104,  which  governs  membership  bylaw  amendments, 
also  contains  extensive  substantive  and  procedural  requirements  that  address  the  opponents' 
generalized  concerns  over  credit  union  membership  bylaw  expansions.  Moreover,  the  Division 
has  developed  substantial  decisional  precedent  in  this  area. 


Conclusion 

Accordingly,  based  upon  these  extended  reviews  of  the  several  standards  on  which  the 
application  was  analyzed,  consideration  of  all  comments  and  filings  on  the  record  of  this  matter  and 
a  determination  that  all  requirements  of  Massachusetts  General  Laws  chapter  171,  section  8  and 
administrative  mandates  of  the  Division  have  been  met,  approval  is  hereby  granted  to  the 
Telephone  Workers  Credit  Union  to  establish  and  maintain  a  branch  office  at  Redstone  Plaza,  99E 
Main  Street,  Stoneham,  provided  the  branch  office  shall  be  opened  within  one  year  of  the  date  of 


15    SeeG.L.  c.171,s.I0. 


For  example,  the  introductory  statement  to  Regulatory  Bulletin  Manual  4.1-104  provides  in  part:  "The  clarity  of 
the  by-law  governing  membership  is  vital  to  a  credit  union  and  the  Division.  Since  the  governance  of  a  credit  union 
is  vested  in  its  membership,  there  must  be  certainty  as  to  eligibility  to  participate  in  its  affairs.  From  a  regulatory 
compliance  standpoint,  the  credit  union  must  be  able  to  determine  to  whom  it  may  make  loans  and  receive  deposits 
since  only  members  can  obtain  its  services."  Regulatory  Bulletin  Manual  4.1-104  at  94. 

See  Decision  Relative  to  the  Application  oj 'Pitts field  G.E.  Employees'  Credit  Union,  Pittsfield,  Massachusetts  to 
Amend  its  By-laws  Governing  Associations  which  Qualify  Persons  for  Membership,  (August  13,1 992);  Decision 
Relative  to  the  Application  oj Pittsfield  G.E.  Employees' Credit  Union,  Pittsfield,  Massachusetts  to  Amend  its  By-laws  to 
Change  both  the  Name  of  the  Credit  Union  and  the  Associations  which  Qualify  Persons  for  Membership,  (February  25, 
1994). 
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this  Decision.   The  Credit  Union  shall  notify  the  Division,  in  writing,  of  the  date  on  which  the 
branch  office  commenced  business. 


In  conjunction  with  the  petition  to  establish  the  branch  office,  two  related  approvals  are 
sought  by  the  Credit  Union.  The  requests  are  triggered  by  provisions  of  General  Laws  chapter  171, 
section  75  and  General  Laws  chapter  167B,  section  3.  By  statute,  TWCU,  as  a  state-chartered 
credit  union,  is  required  to  obtain  approval  for  expenditures  of  $50,000,  or  more,  for  electronic  data 
processing  equipment  for  the  Stoneham  branch  office  under  General  Laws  chapter  171,  section  75. 
Based  upon  a  review  of  the  applicable  provisions  of  law,  the  amounts  in  reserve  and  surplus 
accounts  of  the  Credit  Union,  and  pursuant  to  section  75  of  chapter  171  of  the  General  Laws,  I 
hereby  grant  to  TWCU  the  following  additional  approval  to  expend  up  to  $50,000  on  electronic 
data  processing  equipment. 


Approval  is  also  hereby  granted  pursuant  to  the  provisions  of  General  Laws  chapter  167B, 
section  3  for  the  Credit  Union  to  operate  an  electronic  branch  ("ATM")  at  the  above  address 
provided  such  activity  begins  within  one  year  from  the  below  date.  As  indicated  in  the  application, 
the  ATM  will  not  be  shared.  The  Credit  Union's  written  notice  to  the  Division  of  the  date  of  the 
branch  office  opening  or  a  subsequent  response  to  the  Division's  MIS  Unit,  should  include  the 


ATM  identifier  number  and  the  date  on  which  the  ATM  commenced  operation 


July  10,  1998 
Date 


F:\admin\cob\twcudec.doc 


»     V 


]W\ '7  <    /Hr    <*-\*\*'    l  l  °  /  0  /  ^   10   —   r* 


ARGEO  PAUL  CELLUCCI 

GOVERNOR 

THOMAS  J.  CURRY 

COMMISSIONER 


MVERUmj  DOCUMENTS 
COLLECTION 

AUG  3  1 1998 

Jniverslty  of  Massachusetts 
Depository  Cop? 


DECISION 

RELA  TIVE  TO  THE  PETITION  OF 

LA  WRENCE  SA  VINGS  BANK 

TO  RELOCATE  ITS 

LAWRENCE  BANKING  OFFICE 


Lawrence  Savings  Bank  (the  "Petitioner"  or  "LSB")  has  petitioned  the  Division  of  Banks 
(the  "Division1')  to  relocate  its  existing  banking  office  at  255  Essex  Street,  Lawrence 
approximacely  one  tenth  of  a  mile  to  300  Essex  Street,  Lawrence  pursuant  to  section  3  of  chapter 
167C  of  the  General  Laws.  This  Petition  was  filed  in  connection  with  a  related  conditional 
approval  from  the  Board  of  Bank  Incorporation  (the  "Board")  under  section  2  of  chapter  167C  of 
the  General  Laws,  for  permission  to  re-designate  the  location  of  its  main  office  at  255  Essex 
Street,  Lawrence  to  30  Massachusetts  Avenue,  North  Andover. 


Notice  of  the  petition  was  posted  and  published  as  directed  by  the  Division,  thereby 
affording  interested  parties  an  opportunity  to  submit  comments.      Written  comments  were 


See  Decision  Relative  to  the  Petition  of  Lawrence  Savings  Bank  to  Re-Designate  its  Main  Office,  (December  19, 
1997)  (the  UBBI Decision'). 
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received  from  a  number  of  local  and  state  elected  officials.  The  period  for  submitting 
comments  on  this  petition  expired  at  5  o'clock  P.M.  on  May  19,  1998.  The  Division  has 
reviewed  the  application  and  other  submissions  of  the  Petitioner  and  public  officials. 

Facts 

The  proposed  banking  office  at  300  Essex  Street  is  a  modern  renovated  banking  facility. 
It  was  previously  a  branch  office  of  Andover  Savings  Bank.  Originally,  it  was  constructed  as  the 
main  office  of  the  Lawrence  Co-operative  Bank  (later  the  Valley  Co-operative  Bank)  prior  to  its 
acquisition  by  Andover  Savings  Bank  in  1983.  This  facility  occupies  approximately  2,700  to 
3,000  square  feet.  It  contains  several  teller  stations,  including  a  handicap  accessible  teller 
window;  a  walk  up  window;  a  vault  with  safe  deposit  boxes;  two  private  office  areas;  a 
conference  room;  an  employees  lounge;  and,  a  night  depository.  An  electronic  branch  ("ATM") 
will  not  be  installed  at  this  location.  Public  parking  is  available  adjacent  to  this  office.  The  LSB 


"  On  May  19,  1998,  the  Mayor  of  Lawrence  filed  a  written  objection  to  LSB's  proposed  banking  office  relocation. 
This  letter  was  preceded  by  a  May  18,  1998  written  objection  from  six  of  the  nine  members  of  the  Lawrence  City 
Council.    The  Lawrence  City  Council  members  subsequently  withdrew  their  objections  in  a  June  2,  1998  letter  after 
meeting  with  LSB  and  taking  a  tour  of  the  300  Essex  Street  facility.  Two  State  Representatives  representing 
Lawrence  districts  also  filed  a  joint  objection  on  May  19,  1998    LSB  invited  both  legislators  to  tour  the  proposed 
location.    One  State  Representative  toured  the  facility  on  July  6,  1998.    Scheduling  conflicts  did  not  permit  the 
other  legislator  to  attend  this  tour. 

'  On  June  25,  1998,  the  Commissioner  of  Banks,  First  Deputy  Commissioner  of  Banks,  and  Deputy  Commissioner 
of  Banks  and  General  Counsel  personally  inspected  this  facility.  Their  tour  also  included  visits  to  other  LSB 
banking  offices  and  competing  Essex  Street  bank  branches.    These  other  locations  included  LSB's  offices  at  255 
Essex  Street,  Lawrence  and  30  Massachusetts  Avenue,  North  Andover  as  well  as  the  Essex  Street  offices  of 
BankBoston  and  First  Essex  FSB. 

All  references  to  square  footage  in  this  Decision  are  general  approximations.  An  apparent  discrepancy  developed 
over  the  number  of  square  feet  leased  by  the  Petitioner  at  both  Essex  Street  locations.  Differing  estimates  of  square 
footage  were  reported  in  the  Lawrence  Eagle  Tribune,  the  Petitioner's  May  21,1998  press  release,  the  application 
and  related  correspondence  from  LSB's  legal  counsel.    The  Division  approved  LSB's  lease  application,  the  cover 
letter  of  which  refers  to  approximately  2,700  square  feet,  on  March  26,  1998.    A  letter  dated  July  6,  1998,  from 
LSB's  legal  counsel  subsequently  clarified  this  matter.    The  actual  space  leased  by  LSB  at  300  Essex  Street  is 
3,004  square  feet  based  upon  a  floor  plan  submitted  for  the  location.  Comparisons  made  by  the  Lawrence  Eagle 
Tribune  or  the  Petitioner  between  255  Essex  Street  and  300  Essex  Street  apparently  were  based  upon  general 
estimations  of  the  space  actually  devoted  to  the  transaction  of  banking  activities.  See  infra  at  4-6  (Discussing  the 
substantive  impact  of  facility  size  on  the  adequacy  of  service  levels  provided). 


provides,  and  will  continue  to  provide,  parking  stamps  for  its  customers  using  this  parking  lot. 
Based  upon  the  Division's  visual  inspection,  the  300  Essex  Street  location's  physical  facilities 
compare  favorably  to  LSB's  255  Essex  Street  office. 


Discussion 

This  Petition  is  directly  related  to  the  December  19,  1997,  BBI  Decision.  That  Decision 
imposed  several  express  conditions  that  the  Petitioner  is  required  to  satisfy  before  it  may 
lawfully  re-designate  its  main  office  from  255  Essex  Street,  Lawrence  to  30  Massachusetts 
Avenue,  North  Andover.  The  Board's  conditions  were  designed  to  ensure  that  LSB  maintained 
an  ongoing  and  meaningful  physical  banking  presence  in  the  City  of  Lawrence.  The  Board 
specifically  expressed  concern  over  the  proposed  main  office  relocation  on  Lawrence,  an 
economically  depressed  area  containing  a  high  concentration  of  low-  to  moderate-income 
residents.  It  held  that  it  was  "...loathe  to  unconditionally  approve,  on  public  convenience  and 
advantage  grounds,  a  main  office  re-designation  of  an  applicant  serving  an  economically 


The  Petitioner's  main  office  also  is  located  on  Essex  Street  in  Lawrence's  downtown  retail  district.  It  is  a 
traditional  banking  office.   It  occupies  approximately  9,000  total  square  feet  of  space  which  is  evenly  divided 
between  the  street  and  basement  levels  of  the  building.    The  street  floor  contains  approximately  4,500  square  feet. 
The  Petitioner  states  that  only  approximately  2,300  square  feet  of  this  space  actually  is  devoted  to  banking 
functions.    It  is  a  spacious  facility  with  high  ceilings  and  marble  columns.   It  contains  a  large  open  interior  area 
which  is  underutilized,  a  vault  with  safe  deposit  boxes,  several  teller  windows,  a  walk  up  window,  and  several 
private  offices,  most  of  which  are  vacant.  The  basement  level  also  contains  approximately  4,500  square  feet.    It  is 
a  large  unfinished  area  with  evident  water  seepage  that  was  originally  used  for  record  storage.  LSB  does  not 
maintain  a  night  depository  or  an  ATM  at  this  office. 

The  following  conditions  were  imposed  by  the  Board:  (1)  that  the  Petitioner  shall  negotiate  and  enter  into  a 
commercially  reasonable  long  term  lease  at  prevailing  market  rates  for  a  suitable  branch  office  facility  within 
Lawrence 's  Essex  Street  retail  district,  within  three  (3)  months  of  this  Decision  and  that  said  lease  shall  be  filed  with, 
and  approved  by,  the  Division;  (2)  that  the  proposed  permanent  branch  office  be  established  and  be  fully  operational 
by  August  12,  1998,  (3)  that  until  such  permanent  branch  office  is  established,  the  banking  hours  of  the  255  Essex 
Street  main  office  shall  remain  unchanged  from  those  in  effect  on  the  date  of  the  Petitionersapplicationto  the  Board, 
unless  such  other  hours  are  approved  in  writing  by  the  Division  for  cause  shown;  and,  (4)  that  the  main  office  re- 
designation  shall  not  become  effective  until  all  of  the  preceding  conditions  are  fully  satisfied  by  the  Petitioner. 
(Emphasissupplied).   BBI  Decisional  10-11. 
7  Id.,  at  4-10. 


disadvantaged  urban  area  where  the  applicant  has  no  other  branch  offices  within  the  community 
and  where  there  is  a  limited  or  conditional  commitment  to  maintain  a  branch  office  presence  into 
the  future."  Consequently,  the  Board  required  the  Petitioner  to  negotiate  and  enter  into  a  long 
term  lease  for  a  facility  within  Lawrence's  Essex  Street  retail  district  and  to  seek  approval  from 
the  Division  to  establish  a  branch  office  for  its  proposed  location.  The  Division  fully  endorses 
the  BBI  Decision  and  its  rationale. 


The  Petitioner  essentially  asserts  that  the  300  Essex  Street  facility  meets  all  of  the 
conditions  and  underlying  concerns  expressed  in  the  BBI  Decision.  LSB  also  submits  that  its 
application  meets  the  statutory  review  standard  found  in  section  3  of  chapter  167C  of  the 
General  Laws.        Commenting  public  officials,  however,  have  questioned  this  application  on 
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public  convenience  and  advantage  grounds.  They  specifically  ask:  (1)  whether  this  proposed 
banking  office  relocation  is  a  physical  facility  down-sizing;  and,  (2)  whether  Lawrence  residents 
and  businesses  will  have  diminished  access  to  banking  services  and  products.  Both  questions  are 


Id.,  at  10. 

LSB  entered  into  the  required  lease  prior  to  filing  its  branch  applications  with  the  Division  and  the  Federal  Deposit 
Insurance  Corporation  (the  "FDIC").  The  Petitioner's  application  to  the  Division  is  dated  April  10,  1998. 

The  Commissioner  of  Banks  is  a  statutory  member  of  the  Board  of  Bank  Incorporation  and  chairs  its  proceedings. 
See  G.  L.  c.26,  s.5;  BBI  Decision  at  8  n.  18  C  ••• the  Division  strives  for  consistent  and  coordinated  action  with  the 
Board  and  views  its  application  under  G.  L.  c.  167C,  s.3,  as  being  closely  related  and  dependent  upon  the  Board's 
action  in  this  matter."). 

The  factors  set  out  in  said  sections  include  whether  competition  will  be  unreasonably  affected  and  whether  public 
convenience  and  advantage  will  be  promoted  which  consists,  in  part,  of  a  showing  of  net  new  benefits.  As  defined  in 
that  law,  net  new  benefits  includes  initial  capital  investments;job  creation  plans;  consumer  and  business  services  and 
commitments  to  maintain  and  open  banking  offices  within  an  institution'scommunity.  An  institution's  record  of 
performanceundertheCommonwealth'sCommunity  Reinvestment  Act,  G.  L.  c.  167,  s.  14  and  whether  financial  and 
managerial  factors  support  approval  also  are  considered.    The  Division  reviews  all  documents,  materials,  testimony 
and  issues  raised  relative  to  this  application  in  light  of  the  foregoing  factors. 

"  No  favorable  or  unfavorable  comments  were  received  from  customers  of  the  255  Essex  Street  banking  office. 


ones  of  fact  and  observation  relating  to  the  physical  size  and  adequacy  of  service  levels  at  the 
300  Essex  Street  location  compared  to  the  255  Essex  Street  location. 


The  proposed  300  Essex  Street  location  clearly  contains  less  raw  total  square  feet  of  space 
than  the  current  255  Essex  Street  location.  A  determination  as  to  whether  a  particular  proposed 
banking  office  offers  adequate  physical  facilities  for  conducting  a  banking  business,  however,  is 
not  a  mathematical  exercise.  The  focus  is  properly  on  staffing  levels  and  the  types  of  banking 
products  and  services  being  offered  and  whether  the  physical  surroundings  will  accommodate 
these  services.  Based  upon  the  Division's  observations,  the  space  leased  by  the  Petitioner  at 
300  Essex  Street  is  adequate  to  accommodate  the  banking  services  being  offered.  In  many 
respects,  the  smaller  300  Essex  Street  site  is  superior  to  255  Essex  Street  office  in  terms  of 
pedestrian  access,  configuration  or  layout,  interior  finish,  access  to  parking  and  employee 
amenities. 


J  A  commentator  requested  that  a  public  hearing  on  this  application  be  held  in  Lawrence.  Ordinarily,  the  Division 
routinely  grants  requests  for  public  hearings  in  order  to  maximize  public  input  into  the  regulatory  application 
process.  After  careful  consideration,  the  Division  determined  that  a  hearing  was  not  necessary  under  the  unique 
circumstances  presented  by  this  application.  The  factual  issue  of  whether  the  300  Essex  Street  location  was  smaller 
than  the  255  Essex  Street  location  can  readily  be  determined  from  the  application  and  other  records.  The  Division's 
June  25th  site  visits  in  Lawrence  also  permitted  this  agency  to  personally  assess  the  adequacy  of  the  300  Essex 
Street  facility  as  a  banking  office  through  visual  observation     The  issue  as  to  whether  approval  of  this  application 
would  result  in  a  diminution  of  banking  services  also  may  be  fairly  assessed  from  the  record  of  this  application,  the 
BBI  Decision 's  record  and  the  June  25th  inspection.  Moreover,  the  regulatory  and  public  policy  issues  relative  to 
the  Petitioner's  obligation  to  maintain  an  ongoing,  meaningful  commitment  to  the  City  of  Lawrence  were  fully 
aired  at  the  Board's  lengthy  November  12,  1997,  public  hearing  on  LSB's  related  application  to  re-designate  its 
main  office.  Finally,  the  logistics  of  scheduling  and  holding  a  public  hearing  in  Lawrence  could  have  delayed 
action  by  the  Division  beyond  the  August  1998  termination  of  the  255  Essex  Street  banking  office's  lease  and  the 
BBI  Decision 's  deadline  for  establishing  an  Essex  Street  area  banking  office.  Continued  uncertainty  or  a  potential 
disruption  in  banking  services  to  Lawrence  residents  could  not  be  ruled  out  under  this  scenario.    Therefore,  on 
balance,  the  Division  determined  that  a  public  hearing  on  this  matter  would  not  have  been  in  the  public  interest. 


The  more  significant  question  is  whether  Lawrence  residents  and  businesses  will  have 
diminished  access  to  banking  services  as  a  result  of  this  proposed  banking  office  relocation.  The 
record,  however,  indicates  that  staffing  levels,  banking  hours  and  the  array  of  available  services 
will  remain  unchanged  at  300  Essex  Street.  The  Division  notes  that  the  Petitioner's  proposed 
location  will  not  be  staffed  with  full  or  part  time  mortgage  loan  originators  or  commercial  loan 
officers.  The  255  Essex  Street  office  also  is  not  staffed  by  these  lending  personnel.  LSB's 
branch  manager,  however,  will  retain  her  consumer  loan  lending  authority  at  the  proposed 
location.  The  Division  shares  a  commentator's  concern  that  Lawrence  residents  and  businesses, 
particularly  small  and  minority  owned  businesses,  should  have  equal  access  to  all  residential 
mortgage  loan,  small  business  and  commercial  loan  products  offered  by  the  Petitioner.  Upon 
inquiry,  however,  the  Division  was  informed  by  the  Petitioner  that  these  products  are  readily 
available  to  all  existing  and  potential  Lawrence  banking  office  customers.  LSB  further 
represented  that  its  residential  mortgage  loan  and  commercial  loan  lending  functions  have  been 
centralized  throughout  its  branch  system  for  over  a  decade.     The  Division  notes  that  this 
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approach  is  relatively  common  within  the  Massachusetts  banking  industry.  Centralization  of 
lending  functions  does  not  appear  to  have  adversely  effected  the  Petitioner's  ability  to  serve  the 
credit  needs  of  Lawrence's  low-  to  moderate-income  residents  and  businesses. 


14  This  strategy  reflects  the  growth  within  the  banking  industry  of  incentive  compensated  mortgage  loan  originators 
who  "go  to  the  customer"  and  calling  programs  where  loan  officers  similarly  solicit  businesses  directly  for 
commercial  loan  opportunities  at  their  places  of  business. 

15  The  Board,  citing  the  Petitioner's  HMDA  data  and  past  CRA  Performance  Ratings,  specifically  noted  that  LSB 
was  an.  active  lender  in  Lawrence.  See  BBI  Decision  at  4,  n.  8-9. 


The  underlying  and  important  issue  of  whether  the  Petitioner  will  continue  to  meet  its 
clear  statutory,  as  well  as  historical,  obligation  to  provide  needed  banking  and  credit  services  to 
the  Lawrence  community  is  much  larger  than  the  scope  of  LSB's  petition  to  relocate  its  banking 
office  in  the  City  of  Lawrence.  The  Division  believes  that  this  regulatory  issue  is  properly 
addressed  by  the  state  and  federal  Community  Reinvestment  Acts  (the  "CRA")  and  the 
examination  and  enforcement  authorities  entrusted  to  the  Division  and  federal  bank  regulatory 
agencies  under  the  CRA.  The  Board  and  the  Division  also  have  clearly  and  forcefully  stated  in 
both  the  BBI  Decision  and  this  Decision,  respectively,  that  the  Commonwealth  expects  the 
Petitioner  to  maintain  a  long  term  and  meaningful  banking  presence  which  will  provide  needed 
services  to  the  City  of  Lawrence.  The  Petitioner's  success  or  failure  in  meeting  this  obligation 
will  be  measured  under  the  CRA.  If  going  forward,  LSB  is  found  to  have  a  less  than 
"satisfactory"  record  of  performance  under  the  CRA,  it  would  be  a  critical  and  potentially 
adverse  factor  in  future  applications  before  the  Board  and  Division. 


Public  convenience  and  advantage,  as  well  as  financial  and  managerial  factors  do  not 
preclude  approval.  The  Division  has  also  considered  the  competitive  effects  of  this  petition. 
Competitive  considerations  are  not  present  in  this  banking  office  relocation.  The  Petitioner's 
record  of  performance  under  the  state  and  federal  CRA  statutes  also  support  approval  by  the 
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Division. 


Under  the  CRA,  banks  have  a  "...  continuing  and  affirmative  obligation  to  help  meet  the  credit  needs  of  the 
communities  in  which  offices  and  branches  are  maintained  including  ...  low  and  moderate  income  neighborhoods, 
consistent  with  the  safe  and  sound  operation  of  such  banks."  G.  L.  c.167,  s.  14;  209  CMR  46.00. 

See  209  CMR  46.29  (CRA  performance  may  form  the  basis  for  denying  or  conditioning  approval  of  the 
enumerated  regulatory  applications). 

18 

LSB's  most  recent  CRA  Performance  rating  is  a  '"high  satisfactory"  from  the  Division.  (The  final  CRA 
Examination  Report  was  signed  and  mailed  on  January  9,  1998.)  This  rating  was  preceded  by  an  "outstanding" 


Conclusion 

Based  upon  the  Petitioner's  application  and  the  full  record  before  the  Division,  approval  is 
hereby  granted  pursuant  to  section  3  of  Chapter  167C  of  the  General  Laws  for  Lawrence  Savings 
Bank  to  relocate  its  banking  office  at  255  Essex  Street,  Lawrence  to  300  Essex  Street,  Lawrence. 
The  Petitioner  shall  notify  the  Division  in  writing  when  the  300  Essex  Street  location  opens  to 
transact  business. 


July  10,  1998 
Date 
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CRA  Performance  rating  from  the  FDIC  on  March  1 1,  1996  and  an  "outstanding"  CRA  Performance  rating  from 


the  Division  on  March  20,  1995. 
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DECISION 

RELATIVE  TO  THE  MERGER  OF 

T  SAVINGS  BANK,  SOMERVILLE,  MASSACHUSETTS 

WITH  AND  INTO 

USTRUST,  BOSTON,  MASSACHUSETTS 


USTrust  ("USTrust"  or  the  "Petitioner"),  Boston,  Massachusetts  has  applied  to  the 
Division  of  Banks  for  authority  to  merge  with  Somerset  Savings  Bank,  ("Somerset").  Somerville, 
Massachusetts  pursuant  to  the  provisions  of  Massachusetts  General  Laws  chapter  172.  §  36  and 
under  the  terms  of  an  Agreement  and  Plan  of  Merger  (the  "Agreement")  dated  as  of  December  9, 
1997.  The  Agreement  provides  for  the  merger  of  Somerset  with  and  into  USTrust  under  the 
name,  charter  and  by-laws  of  USTrust.  The  banking  offices  of  Somerset  will  become  branch 
offices  of  USTrust. 


Notice  of  the  applications  has  been  posted  and  published.    The  time  period  for  interested 
parties  to  submit  comments  has  passed    Accordingly,  all  documents  and  materials  related  to  this 
transaction  have  been  reviewed    That  record  has  been  considered  with  regard  to  the  financial  and 
managerial  resources  of  each  bank,  the  competitive  effects  of  the  proposed  transaction  and  the 
convenience  and  needs  of  the  communities  to  be  served  by  the  continuing  institution  and  other 
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applicable  statutory  criteria,  including  the  Commonwealth's  Community  Reinvestment  Act 
("CRA"),  Massachusetts  General  Laws  chapter  167,  §  14  and  its  implementing  regulation,  209 
CMR  46.00  et  seq. 


USTrust  is  a  state-chartered  bank  and  trust  company  in  stock  form  organized  in  1958.  As 
of  December  31,  1997  it  had  assets  of  $3.7  billion,  deposits  of  $3.0  billion  and  net  loans  of  $2.83 
billion.  USTrust  is  headquartered  in  Boston,  Massachusetts  and  operates  sixty-six  (66)  branch 
offices.  USTrust  is  an  indirect  subsidiary  of  UST  Corp.,  a  Massachusetts  bank  holding  company 
and  a  direct  subsidiary  of  Mosaic  Corp.,  a  Massachusetts  corporation  and  wholly-owned 
subsidiary  of  UST.  USTrust  also  directly  or  indirectly  owns  the  following  non-bank  subsidiaries: 
UST  Leasing  Corporation,  UST  Capital  Corp.,  UST  Auto  Lease  Corp.,  Firestone  Financial  Corp. 
(and  its  Canadian  subsidiary,  Firestone  Financial  Canada  Ltd.),  Walden  Financial  Corp.,  and  four 
subsidiaries  which  passively  hold  securities  permissible  for  banks  as  well  as  eight  subsidiaries 
which  hold  foreclosed  real  estate  The  deposits  of  USTrust  are  insured  by  the  Federal  Deposit 
Insurance  Corporation  ("FDIC"). 


Somerset  is  a  state-chartered  savings  bank  in  stock  form  with  its  main  office  and  three 
branch  offices  in  Somerville,  Massachusetts  and  two  branch  offices  in  Burlington,  Massachusetts. 
The  deposits  of  Somerset  are  insured  by  the  Bank  Insurance  Fund  of  the  FDIC  and  by  the 
Deposit  Insurance  Fund  of  the  Mutual  Savings  Central  Fund,  Inc.  of  Massachusetts  in  excess  of 
the  FDICs  insurance  limits    As  of  December  31,1 997,  Somerset  had  assets  in  excess 
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of  $539  million,  deposits  of  $454  million  and  net  loans,  of  $419  million.  Somerset  also  has  three 
wholly  owned  subsidiaries:  Somerset  Securities,  Inc.,  SB  Securities,  Inc.;  and  Somco- Investment, 
Inc. 


The  Petitioner  has  submitted  materials  to  address  the  issue  that  competition  among  banks 
will  not  be  unreasonably  affected  by  the  proposed  transaction.  Much  of  that  analysis  is  detailed 
according  to  various  tests  relative  to  the  size  of  each  institution  and  its  comp_etitors  within 
delineated  markets  used  by  federal  agencies.  That  analysis  demonstrates  that  consummation  of 
the  transaction  will  not  result  in  undue  concentration  of  banking  resources  in  the  Boston  banking 
markets  in  Massachusetts.  The  Division,  however,  also  looks  to  the  primary  service  area  of  the 
bank  which  is  being  merged  with  and  into  another  financial  institution  to  analyze  the  banking 
options  which  will  remain  for  the  public  in  those  communities.  The  Division's  review  has  focused 
on  the  communities  in  which  Somerset  operates  banking  offices,  Somerville  and  Burlington, 
Massachusetts.  Upon  review,  the  Division  notes  the  high  concentration  of  other  banking  offices 
in  the  Greater  Boston  area,  including  Somerville  and  Burlington,  which  will  also  remain  available 
to  both  commercial  and  consumer  customers.  The  Division's  analysis  of  these  facts  and  materials 
indicate  that  no  significant  adverse  impact  on  competition  within  Somerset's  primary  service  area 
would  result  from  this  consolidation. 


The  Division  has  also  considered  whether  public  convenience  and  advantage  will  be 
promoted  by  this  proposed  transaction    The  application  delineates  some  of  the  benefits  which  will 


result  from  the  merger  of  Somerset  into  USTrust.  In  general,  USTrust  asserts  that  the  conversion 
of  all  of  Somerset's  branches  onto  USTrust's  operating  systems  will  benefit  USTrusL's  customers 
by  an  increased  branch  office  presence  in  Burlington  and  Somerville,  while  benefitting  Somerset's 
customers  with  access  to  a  much  larger  branch  network  and  many  products  and  services 
previously  unavailable.  Somerset's  customers  will  gain  access  to  commercial  banking  services 
provided  by  USTrust,  including  deposit,  investment,  cash  management,  payroll,  wire  transfer, 
leasing,  merchant  credit  card  and  commercial  and  industrial  lending  to  small  and  middle-sized 
businesses.  USTrust  also  provides  consumer  products  and  services  such  as  savings  and  checking 
accounts,  NOW  and  money  market  accounts,  credit  cards,  ATM  cards,  safe  deposit  box  facilities 
and  travelers  checks.  In  addition,  as  a  result  of  the  merger  USTrust  will  re-enter  the  residential 
first  mortgage  loan  and  small  residential  development  loan  business  while  continuing  to  provide 
consumer  loans,  including  home  equity  loans  and  lines  of  credit,  automobile  loans,  personal  loans 
and  educational  loans,  as  well  as  open-ended  credit  via  cash  reserve  facilities  USTrust's  affiliate 
United  States  Trust  Company,  Boston,  Massachusetts  also  provides  trust  services,  including 
custodial  services,  investment  management,  estate  and  financial  planning  and  employeee  benefit 
plan  administration  services  all  previously  unavailable  to  Somerset's  customers.  Furthermore, 
upon  the  consummation  of  this  transaction  and  USTrust's  pending  acquisition  of  Affiliated 
Bancorp  and  its  subsidiary  banking  institutions,  US  Trust  will  operate  the  third  largest  branch 
network  in  greater  Boston  comprised  of  83  banking  offices.  USTrust  also  asserts  in  the 
application  that  these  consolidations  will  benefit  all  consumers  in  the  Boston  banking  market  by 
strengthening  USTrust's  ability  to  compete  with  larger  banking  institutions. 
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Related  to  the  issue  of  public  convenience  and  advantage  is  the  record  of  performance 
under  CRA  by  the  banks  which  are  parties  to  this  multi-step  transaction  Such  review  for  a  state- 
chartered  bank  includes  examination  by  personnel  of  the  Division  as  well  as  analysis  of  concerns 
received  from  the  bank's  community  and  its  response  to  those  concerns  fairly  raised  The 
application  and  records  of  the  Division  reflect  that  both  USTrust  and  Somerset  received 
"Outstanding"  ratings  in  their  most  recent  examinations  of  performance  for  CRA  compliance. 
Accordingly,  the  Division's  review  of  factors  related  to  public  convenience  and -advantage  are 
consistent  with  approval  of  the  Petitioner's  application. 


The  financial  structure  of  the  transaction  was  reviewed  and  addressed.     The  financial 
aspects  were  also  considered  in  light  of  the  merger  of  UST  Corp.  and  Affiliated  Community 
Bancorp,   Inc.      The  resulting  capital  ratios  and  projections  for  USTrust   are  satisfactory. 
Management  factors  reviewed  in  consideration  of  the  proposed  transaction  are  also  supportive  of 
its  approval.   Additionally,  all  other  requirements  of  statute  relating  to  a  merger  have  been  met 


Upon  review  of  this  application  with  reference  to  the  relevant  statutory  and  regulatory 
criteria,   the   Division   has   concluded   that    all    such   requirements   have   been   met   and    that 
consummation  of  the  proposed  merger  would  be  in  the  public  interest.    On  the  basis  of  these 
considerations  approval  is  granted  for  USTrust  to  merge  with  and  into  Somerset    Approval  is 
also  granted  for  USTrust  to  maintain  the  six  banking  offices  of  Somerset  as  branch  offices  under 
General  Laws  chapter  167C,  section  3. 


The  approvals  granted  herein  are  subject  to  the  following  conditions: 

(1)  that  no  merger  shall  become  effective  until  a  certificate  signed  by  the 
Presidents  and  Clerks  or  other  duly  authorized  officers  of  the  banks  involved 
in  the  merger  indicating  that  each  such  institution  has  complied  with  the 
provisions  of  Massachusetts  General  Laws  chapter  168,  section  34D  and 
chapter  172,  section  36,  or  other  applicable  statute  has  been  returned  with  my 
endorsement  thereon, 

(2)  that  the  proposed  merger  shall  not  become  effective  until  Articles  of  Merger 
with  my  endorsement  thereon  are  filed  with  the  Secretary  of  State,  and 

(3)  that  the  proposed  merger  shall  be  consummated  within  one  year  of  the  date  of 
this  decision. 


-> 


ARGEO  PAUL  CELLUCCI 

GOVERNOR 

THOMAS  J.  CURRY 

COMMISSIONER 
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DECISION 

(\\JG  3  1  ^98  ^^  ^/KB" TO  THEAPPLICA  TIONOF 

WORKERS  CREDIT  UNION 
■♦%,  0i  MaSSa^usetu     FITCHBURG, MASSACHUSETTS 
SnOSltOfl  ^ AMEND  ITS  B  YLA  WS  GO  VERNING  ASSOCIA  TIONS 
WHICH  QUALIFY  PERSONS  FOR  MEMBERSHIP 


Depo* 


The  Workers  Credit  Union  (the  "WCU"  or  the  "Credit  Union"),  Fitchburg,  Massachusetts 
has  petitioned  the  Division  of  Banks  (the  "Division")  to  amend  its  bylaws  governing  the 
associations  which  qualify  persons  for  membership  in  the  Credit  Union. 


This  application  was  submitted  under  General  Laws  chapter  171,  section  10.  That  statute 
authorizes  a  state-chartered  credit  union,  such  as  WCU,  to  amend  its  bylaws  establishing  the 
conditions  of  residence,  occupation  or  association  which  qualify  persons  for  membership.  Under 
the  law,  amendments  to  a  credit  union's  sphere  of  operation  require  the  Commissioner  of  Banks" 
(the  "Commissioner")  approval  before  such  amendment  can  become  legally  operative.      The 


The  statute  also  prescribes  that  approval  by  a  three-fourths  vote  of  all  members  present  and  entitled  to  vote  be 
obtained  at  an  annual  or  special  meeting.  At  an  April  8,  1998,  WCU  Membership  Meeting,  the  required  three- 
fourths  vote  approving  the  proposed  membership  bylaw  amendment  was  obtained.  WCU  Application,  Appendix  A. 
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Commissioner  may  subject  this  or  any  other  application  for  approval  to  such  notice  and  hearing  as 
may  be  required. 


2 

The  application  was  submitted  to  the  Division  on  May  14,  1998.  Notice  of  the  application 
was  posted  and  published  in  accordance  with  the  Division's  standard  procedures.  The  comment 
period  expired  on  July  8,  1 998.  One  adverse  comment  was  received  from  a  bank  trade  association 
which  requested  that  a  public  hearing  on  this  matter  be  held  by  the  Division.  WCU's  proposed 
membership  bylaw  amendment  has  been  reviewed  by  the  Division  based  upon  the  written 
application  materials  submitted  by  the  Credit  Union. 


WCU  was  chartered  on  April  17,  1914,  as  the  "Workers  Credit  Union."  Its  current 
membership  bylaw  is  relatively  unchanged  from  its  original  bylaw.5  The  membership  bylaw 
provision  provides: 


Membership  in  the  corporation  is  limited  principally  to  those  who  are 
members  of  labor  organizations  and  co-operative  associations. 


"  WCU  chose  Option  1,  the  standard  application  procedure  under  the  Division's  Regulatory  Bulletin  Manual  4.1- 
104,  which  governs  membership  bylaw  amendments.  The  Credit  Union  apparently  rejected  Option  2  and  Option  3 
which  permit  preliminary  Division  review  of  proposed  bylaw  language  for  compliance  with  credit  union  law.  See 
Regulatory  Bulletin  Manual  4.1-104  (1998  ed.)  at  94-100. 

A  hearing  was  determined  to  be  unnecessary  since  this  application  turns  on  questions  of  law  rather  than  fact. 
4  Annual  Report  of  the  Commissioner  of  Banks,  (Pub.  Doc.  No.  8,  1914)  at  x-xi,  403;  2  Board  of  Bank  Incorporation 
Minutes  73, 76  (1913-1915). 

D  By-laws  of  the  Workers  Credit  Union,  Article  II,  Section  1  (April  2,  1996).  Bylaw  amendments  approved  on 
October  30,  1926,  inserted  the  word  "principally." 
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WCU  is  now  seeking  the  Commissioner's  approval  of  what  it  characterizes  as  a  "...  a  more 
accurate,  contemporary  definition  of  the  Credit  Union's  field  of  membership... ."  The  response  to 
Question  8  of  the  application  further  states  that  "...  the  proposed  FOM  [field  of  membership] 
change  is  not  expected  to  affect  its  growth,  since  the  proposed  new  member  eligibility  criteria  in 
fact  ratify  its  existing  service  area  rather  than  expand  it."  The  Credit  Union's  proposed 

amendment  of  Article  II  Section  1  provides: 


Membership  in  this  Credit  Union  shall  be  limited  to  (i)  persons  residing  or 
working  in  Worcester,  Franklin  or  Middlesex  counties  in  Massachusetts,  or 
in  Southern  New  Hampshire,  (ii)  organizations  of  any  type,  including 
without  limitation  corporations,  partnerships,  limited  liability  companies, 
trusts  and  associations,  with  an  office  or  place  of  business  in  Worcester, 
Franklin  or  Middlesex  counties  in  Massachusetts,  or  in  Southern  New 
Hampshire,  or,  in  the  case  of  trusts,  any  of  the  trustee(s)  of  which  reside 
in  any  such  county  or  area,  (iii)  any  spouse,  child,  grandchild,  sibling, 
parent  or  grandparent  of  a  member,  and  any  other  relative  of  a  member, 
whether  related  by  blood,  marriage  or  adoption,  living  under  the  same 
household  of  a  member,  and  (iv)  any  organization  of  which  at  least  a 
majority  of  the  outstanding  voting  interests,  including  stock  and  partnership 
interests,  is  owned  by  a  member.  Once  a  member,  a  person  or  entity  shall 
remain  a  member  until  such  time,  if  any,  as  he,  she  or  it  shall  be  removed  as 
such,  or  voluntarily  withdraws.  (Emphasis  supplied.) 


This  bylaw  amendment  has  been  reviewed  under  General  Laws  chapter  171,  section  10, 
other  relevant  provisions  of  chapter  171,  Regulatory  Bulletin  Manual  4.1-104,  and  agency 


WCU  Application,  Question  1  at  2. 


WCU  Application,  Question  8  (This  Decision  does  not  address  WCU's  quoted  assertions  since  this  matter  is  being 
disposed  of  on  other  grounds.). 
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decisional  precedent  in  this  area.       Based  upon  this  review,  the  Division  concludes  that  WCU's 
proposed  bylaw  amendment  must  be  denied. 


The  grounds  for  the  Division's  decision  include,  but  are  not  limited  to,  (a)  the  use  of  a 
vague  geographical  membership  term  and  (b)  the  extension  of  credit  union  membership  to 
organizations  which  are  not  eligible  for  membership  under  state  law.  Each  of  these  deficiencies 
are  discussed  below. 


A.  Geographical  References 

Section  B.  2  of  Regulatory  Bulletin  Manual  4.1-104  governs  geographical  references  in 
membership  bylaw  provisions.  It  expressly  provides  that  vague  or  imprecise  terms,  including 
those  referring  to  regions  or  areas  rather  than  readily  verifiable  political  boundaries  will  not  be 
approved  by  the  Division.  The  use  of  the  term  "Southern  New  Hampshire"  in  the  first  two 
clauses  of  the  proposed  bylaw  falls  into  this  category.  The  term  clearly  requires  clarification 
and  leads  to  questions  as  to  whether  a  particular  person  or  organization  would  be  eligible  for 
membership  in  the  Credit  Union. 


See  generally.  Decision  Relative  to  the  Application  of Pittsfield  G.E.  Employees'  Credit  Union,  Pittsfield, 
Massachusetts  to  Amend  its  By-laws  Governing  Associations  which  Qualify  Persons  for  Membership,  (August  13, 
1992);  Decision  Relative  to  the  Application  of  Pittsfield  G.E.  Employees'  Credit  Union,  Pittsfield,  Massachusetts  to 
A  mend  its  By-laws  to  Change  both  the  Name  of  the  Credit  Union  and  the  Associations  which  Qualify  Persons  for 
Membership,  (February  25,  1994). 

The  Division  does  not  address  the  substantive  interstate  aspects  of  this  proposed  bylaw  provision. 
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The  Division  is  not  persuaded  by  the  Credit  Union's  discussion  of  the  suitability  of  this 
term  in  the  bylaws.10  The  Credit  Union  itself  acknowledges  that  this  term  "...  may  be  subject  to 
differing  interpretations..."  and  then  proceeds  to  attempt  to  define  the  term  beyond  the  text  of  the 
bylaw.  The  need  to  further  define  an  operative  bylaw  term  is  the  very  problem  the  Regulatory 
Bulletin  seeks  to  correct.  The  Division  also  fails  to  see  the  basis  in  credit  union  law  for  WCU's 
statement  that  "...  the  adequacy  of  the  reference  to  its  sphere  of  operation  in  New  Hampshire  is  a 
matter  for  decision  by  the  New  Hampshire  Banking  Commissioner.''  The  Division  is  unaware 
of  any  provision  of  law  that  requires  it  to  defer  to  another  state  on  the  meaning  of  a  corporate 
bylaw  provision  of  a  credit  union  chartered  by  the  Commonwealth  of  Massachusetts. 


B.  Organization  Membership 

The  second  clause  of  the  Credit  Union's  proposed  membership  bylaw  which  purports  to 
extend  membership  to  certain  business  organizations  does  not  comply  with  Massachusetts  Credit 
Union  Law.  The  term  "organizational  member  "  is  defined  by  statute.  General  Laws  chapter  171, 
section  1  provides  in  relevant  part: 


"Organizational  member  ",  any  fraternal  organization,  voluntary  association, 
partnership  or  corporation  having  a  usual  place  of  business  within  the 
commonwealth  and  composed  principally  of  individual  members  or 
stockholders  who  are  themselves  eligible  to  membership  in  a  credit  union..." 
(Emphasis  supplied.) 


10 


WCU  Application,  Question  3. 


The  proposed  bylaw  extends  potential  membership  to  corporate  entities  that  are  not 
specifically  mentioned  in  the  statutory  definition.  Organizations  that  operate  under  more  modern 
or  recent  corporate  structures,  such  as  limited  liability  companies,  limited  liability  partnerships  or 
business  trusts,  are  not  eligible  for  membership  in  any  credit  union  absent  an  express  statutory 
reference  in  General  Laws  chapter  171.  section  1.  Additionally,  the  statute  includes  a  specific 
requirement  that  an  organizational  member  have  its  usual  place  of  business  within  the 
Commonwealth.  Accordingly,  an  organization  located  outside  the  Commonwealth  is  not  eligible 
for  membership  in  the  Credit  Union  as  a  matter  of  law. 


Conclusion 

Therefore,  based  upon  the  entire  record  before  it,  the  Division  hereby  denies  Workers 
Credit  Union's  application  under  General  Laws  chapter  171,  section  10  to  amend  its  bylaws 
governing  the  associations  which  qualify  persons  for  membership  in  the  Credit  Union. 


July  13,  1998 
Date 


F:\admin\cob\wcudec.doc 


(//Mice/  of/ the  ^Somnvi^^ion^t/  o//  £Bcuvk<y 

31ewt>e>tl'  &a4fon&t€Ul'  ^iU^ditta/,  Slootrt/  2004 

400  ^Sa^n^UcCae^  3?tt<e&t' 


j 


EO  PAUL  CELLUCCI 


C0MMISSIONERQQ\_ttb  >  »Ur* 


itM  o1  Massachusetts  decision 

^nlVernpQOSUor^  Cop'^ON  THE  APPLICATIONS  RELATIVE  TO  THE 

'  REORGANIZATION  INTO  A  MUTUAL  HOLDING  COMPANY  BY 
CAMBRIDGE  SAVINGS  BANK,  CAMBRIDGE,  MASSACHUSETTS 

Cambridge  Interim  Mutual  Bank  (the  "Petitioner"),  Cambridge,  Massachusetts,  is  being 
formed  by  Cambridge  Savings  Bank,  Cambridge,  Massachusetts  as  part  of  a  multi-step 
reorganization  which  will  result  in  the  formation  of  a  mutual  holding  company  known  as 
Cambridge  Financial  Group,  Inc.  (the  "Holding  Company"),  headquartered  at  1374  Massachusetts 
Avenue,  Cambridge,  Massachusetts  and  a  subsidiary  stock  savings  bank  operating  under  the  name 
of  Cambridge  Savings  Bank  with  its  main  office  located  at  that  address.  Certain  parts  of  this 
multi-step  transaction  have  required  applications  to  the  Board  of  Bank  Incorporation  which  held  a 
public  hearing  on  the  matters  before  it  on  May  28,  1998.  Applications  have  been  made  to  the 
Division  for  the  formation  of  the  mutual  holding  company  pursuant  to  Massachusetts  General 
Laws  chapter  167H,  section  3  and  the  merger  of  Cambridge  Savings  Bank  into  the  subsidiary 
stock  bank  formed  in  the  reorganization,  Cambridge  Interim  Stock  Bank,  pursuant  to 
Massachusetts  General  Laws  chapter  168,  section  34,  chapter  167H,  section  7,  clause  2  and  the 
Division's  regulations  implementing  said  chapter  167H,  209  CMR  33.00,  Subpart  C. 

The  reorganization  will  result  in  the  Petitioner  becoming  a  mutual  holding  company  with  a 
stock  savings  bank  subsidiary.  That  subsidiary  will  be  known  as  Cambridge  Interim  Stock  Bank. 
Following  the  reorganization,  Cambridge  Savings  Bank  will  merge  with  and  into  Cambridge 


TEL  (617)  727-3145    *    FAX  (617)  727-0607    *   TDD  (617)  727-7625    *    http://www.state.ma.us/dob/ 


-2- 


Interim  Stock  Bank  under  the  charter  and  by-laws  of  Cambridge  Interim  Stock  Bank  ("Subsidiary 
Bank")  and  the  name  of  Cambridge  Savings  Bank. 

In  accordance  with  the  provisions  of  said  chapter  167H  and  168,  the  Petitioner  and  its 
related  entity  have  submitted  the  requisite  documents  and  information  relative  to  these 
transactions.  Notice  has  been  given  to  its  depositors  and  to  the  public.  The  deadline  for  filing 
comments  ended  on  June  11,  1998.  Consequently,  the  reorganization  and  merger  have  been 
considered  in  conformity  with  relevant  statutory  and  regulatory  provisions. 

The  applications  and  supporting  documents,  as  amended,  have  established  an  extensive 
record  on  these  petitions  which  have  been  reviewed  in  light  of  the  statutory  provisions  and 
policies  of  the  Division.  Those  statutory  requirements  necessitate  that,  among  other  things,  the 
Division  consider  whether  the  reorganization  will  be  unfair  to  the  depositors  and  whether  the 
public  will  be  served  by  this  transaction.  Similarly,  the  merger  must  be  found  to  promote  public 
convenience  and  advantage,  including  a  showing  of  net  new  benefits,  and  not  to  unreasonably 
affect  competition  among  banking  institutions.  Having  considered  the  record  established  in  these 
applications,  the  Division  has  determined  that  statutory  and  administrative  considerations  support 
approval  of  the  reorganization  and  subsequent  merger.  In  making  those  findings,  the  Division  has 
noted  that  Cambridge  Savings  Bank  has  an  "Outstanding"  rating  for  its  performance  under  the 
Commonwealth's  Community  Reinvestment  Act,  General  Laws  chapter  167,  section  14  and  its 
implementing  regulations  209  CMR  46.00  et  seq. 

In  accordance  with  these  findings  and  pursuant  to  statute,  I  hereby  approve  the 
reorganization  including  the  merger  of  Cambridge  Savings  Bank  with  and  into  Cambridge  Interim 
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Stock  Bank  subject  to  the  submission  to  the  Division  of  a  favorable  tax  ruling,  opinion  of  counsel 
or  other  opinion  of  recognized  experts  in  the  field  of  taxation  no  later  than  at  the  time  of  closing 
of  the  transaction  and  the  following  considerations: 


1.  The  reorganization  shall  not  be  consummated  until  all  additional 
regulatory  approvals  have  been  obtained. 

2.  Commencing  with  the  transaction's  effective  date,  the  Division's 
minimum  capital  requirements  for  the  Subsidiary  Bank  and  the 
Holding  Company  are  as  follows: 

a.  the  Subsidiary  Bank's  Tier  1  leverage  capital  ratio 
must  equal  or  exceed  4%,  or  any  such  higher 
amount  as  specified  within  any  formal  or  informal 
regulatory  action  document  required  by  the  Division, 
the  Federal  Deposit  Insurance  Corporation  or  the 
Federal  Reserve,  based  upon  the  Subsidiary  Bank's 
most  recent  Federal  Deposit  Insurance  Corporation 
Report  of  Condition  and  Income  and  any 
amendments  thereto.  The  amount  of  capital  shall  be 
calculated  in  accordance  with  12  CFR  Part  325. 

b.  the  Holding  Company's  consolidated  Tier  1  leverage 
capital  ratio  must  equal  or  exceed  4%,  or  any  such 
higher  amount  as  specified  within  any  formal  or 
informal  regulatory  action  document  required  by  the 
Division,  the  Federal  Deposit  Insurance  Corporation 
or  the  Federal  Reserve,  based  upon  its  most  recent 
call  report  or  any  amendment  thereto  as  reported  to 
the  federal  or  state  authority;  and 

c.  if  the  minimum  capital  ratios  fall  or  would  fall  below 
those  stated  in  clauses  a  and  b,  the  Commissioner 
may  impose  further  conditions  or  restrictions  on  the 
payment  of  dividends.  There  will  be  no  dividend 
restrictions  other  than  those  found  in  Massachusetts 
General  Laws  chapter  172,  section  28,  so  long  as 
the  minimum  capital  ratios  set  out  herein  are 
maintained 


After  the  completion  of  the  reorganization 


& 


h 


a.  the  Holding  Company  may  engage  in  only  such 
activities  as  are  now  or  may  hereinafter  be  activities 
authorized  for  a  mutual  holding  company  under 
section  7  and  other  applicable  provisions  of  chapter 
167Hand 

b.  the  Subsidiary  Bank  may  engage  in  any  investment 
or  activity  which  it  may  from  time  to  time  engage  in 
as  a  state-chartered  savings  bank  in  stock  form. 

That  the  proposed  merger  shall  not  become  effective  until  a 
Certificate  of  Consolidation  signed  by  the  Presidents  and  Clerks  or 
other  duly  authorized  officers  of  each  bank  indicating  that  each 
institution  has  complied  with  the  provisions  of  Massachusetts 
General  Laws  chapter  168,  section  34  and  chapter  167H,  section  7, 
clause  (2)  has  been  returned  with  my  endorsement  thereon. 


That  Articles  of  Organization  and/or  Charter  documents  and 
Articles  of  Merger  be  placed  on  record  with  the  Office  of  the 
Secretary  of  State. 


That  the  proposed  merger  be  consummated  within  one  year  of  the 
date  of  this  Decision. 


COMMONWEALTH  OF  MASSACHUSETTS 
DIVISION  OF  BANKS 

CERTIFICATE  OF  CONSOLIDATION 

CAMBRIDGE  SAVINGS  BANK,  CAMBRIDGE,  MASSACHUSETTS 

WITH  AND  INTO 
CAMBRIDGE  INTERIM  STOCK  BANK,  CAMBRIDGE,  MASSACHUSETTS 

The  following  officers  hereby  certify  that  as  of  the  day  of  ,  1998,  all 

relevant  state  and  federal  statutory  and  regulatory  provisions  have  been  fulfilled  to  give  effect  to 
the  consolidation  of  CAMBRIDGE  SAVINGS  BANK  with  and  into  CAMBRIDGE  INTERIM 
STOCK  BANK  under  the  charter  and  by-laws  of  CAMBRIDGE  INTERIM  STOCK  BANK  and 
the  name  of  CAMBRIDGE  SAVINGS  BANK.  We  further  certify  that  upon  consummation  of 
this  consolidation,  the  charter  of  CAMBRIDGE  SAVINGS  BANK  will  cease  to  exist 


OFFICER  TITLE  OFFICER  TITLE 

CAMBRIDGE  INTERIM  STOCK  BANK  CAMBRIDGE  SAVINGS  BANK 


OFFICER  TITLE  OFFICER  TITLE 

CAMBRIDGE  INTERIM  STOCK  BANK  CAMBRIDGE  SAVINGS  BANK 


APPROVAL  OF  THE  COMMISSIONER  OF  BANKS 

Having  approved  the  consolidation  of  CAMBRIDGE  SAVINGS  BANK,  Cambridge, 
Massachusetts  with  and  into  CAMBRIDGE  INTERIM  STOCK  BANK,  Cambridge, 
Massachusetts  in  my  Decision  dated  July  21,  1998,  I  hereby  endorse  on  this  Certificate  my 
approval  of  this  consolidation  in  accordance  with  the  provisions  of  Massachusetts  General  Laws 
chapter  168,  section  34  and  chapter  167H,  section  7,  clause  2  to  take  effect 


Executed  under  the  seal  of  the  Commissioner  of  Banks  this 


Thomas  J.  Curry 
Commissioner  of  Banks 
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Un"  Sositorv  COPV  decision 

uep              ON  THE  APPLICATIONS  RELATIVE  TO  THE 
REORGANIZATION  INTO  A  MUTUAL  HOLDING  COMPANY  BY 
PLYMOUTH  SAVINGS  BANK,  WAREHAM,  MASSACHUSETTS 

Plymouth  Interim  Mutual  Bank  (the  "Petitioner"),  Wareham,  Massachusetts,  is  being 
formed  by  Plymouth  Savings  Bank,  Wareham,  Massachusetts  as  part  of  a  multi-step 
reorganization  which  will  result  in  the  formation  of  a  mutual  holding  company  known  as 
Plymouth  Bancorp,  Inc.  (the  "Holding  Company"),  headquartered  at  226  Main  Street,  Wareham, 
Massachusetts  and  a  subsidiary  stock  savings  bank  operating  under  the  name  of  Plymouth  Savings 
Bank  with  its  main  office  located  at  that  address.  Certain  parts  of  this  multi-step  transaction  have 
required  applications  to  the  Board  of  Bank  Incorporation  which  held  a  public  hearing  on  the 
matters  before  it  on  May  28,  1998.  Applications  have  been  made  to  the  Division  for  the 
formation  of  the  mutual  holding  company  pursuant  to  Massachusetts  General  Laws  chapter  167H, 
section  3  and  the  merger  of  Plymouth  Savings  Bank  into  the  subsidiary  stock  bank  formed  in  the 
reorganization,  Plymouth  Interim  Stock  Bank,  pursuant  to  Massachusetts  General  Laws  chapter 
168,  section  34;  chapter  167H,  section  7,  clause  2  and  the  Division's  regulations  implementing 
said  chapter  167H,  209  CMR  33.00,  Subpart  C. 

The  reorganization  will  result  in  the  Petitioner  becoming  a  mutual  holding  company  with  a 
stock  savings  bank  subsidiary.  That  subsidiary  will  be  known  as  Plymouth  Interim  Stock  Bank 
Following  the  reorganization,  Plymouth  Savings  Bank  will  merge  with  and  into  Plymouth  Interim 
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Stock  Bank  under  the  charter  and  by-laws  of  Plymouth  Interim  Stock  Bank  ("Subsidiary  Bank") 
and  the  name  of  Plymouth  Savings  Bank. 

In  accordance  with  the  provisions  of  said  chapter  167H  and  168,  the  Petitioner  and  its 
related  entity  have  submitted  the  requisite  documents  and  information  relative  to  these 
transactions  Notice  has  been  given  to  its  depositors  and  to  the  public.  The  deadline  for  filing 
comments  ended  on  June  11,  1998.  Consequently,  the  reorganization  and  merger  have  been 
considered  in  conformity  with  relevant  statutory  and  regulatory  provisions. 

The  applications  and  supporting  documents,  as  amended,  have  established  an  extensive 
record  on  these  petitions  which  have  been  reviewed  in  light  of  the  statutory  provisions  and 
policies  of  the  Division.  Those  statutory  requirements  necessitate  that,  among  other  things,  the 
Division  consider  whether  the  reorganization  will  be  unfair  to  the  depositors  and  whether  the 
public  will  be  served  by  this  transaction.  Similarly,  the  merger  must  be  found  to  promote  public 
convenience  and  advantage,  including  a  showing  of  net  new  benefits,  and  not  to  unreasonably 
affect  competition  among  banking  institutions.  Having  considered  the  record  established  in  these 
applications,  the  Division  has  determined  that  statutory  and  administrative  considerations  support 
approval  of  the  reorganization  and  subsequent  merger.  In  making  those  findings,  the  Division  has 
noted  that  Plymouth  Savings  Bank  has  an  "Outstanding"  rating  for  its  performance  under  the 
Commonwealth's  Community  Reinvestment  Act,  General  Laws  chapter  167,  section  14  and  its 
implementing  regulations  209  CMR  46.00  et  seq. 

In  accordance  with  these  findings  and  pursuant  to  statute,  I  hereby  approve  the 
reorganization  including  the  merger  of  Plymouth  Savings  Bank  with  and  into  Plymouth  Interim 


Stock  Bank  subject  to  the  submission  to  the  Division  of  a  favorable  tax  ruling,  opinion  of  counsel 
or  other  opinion  of  recognized  experts  in  the  field  of  taxation  no  later  than  at  the  time  of  closing 
of  the  transaction  and  the  following  considerations: 

1.  The  reorganization  shall  not  be  consummated  until  all  additional 

regulatory  approvals  have  been  obtained. 

2  Commencing  with  the  transaction's  effective  date,  the  Division's 

minimum  capital  requirements  for  the  Subsidiary  Bank  and  the 
Holding  Company  are  as  follows: 

a.  the  Subsidiary  Bank's  Tier  1  leverage  capital  ratio 
must  equal  or  exceed  4%,  or  any  such  higher 
amount  as  specified  within  any  formal  or  informal 
regulatory  action  document  required  by  the  Division, 
the  Federal  Deposit  Insurance  Corporation  or  the 
Federal  Reserve,  based  upon  the  Subsidiary  Bank's 
most  recent  Federal  Deposit  Insurance  Corporation 
Report  of  Condition  and  Income  and  any 
amendments  thereto  The  amount  of  capital  shall  be 
calculated  in  accordance  with  12  CFR  Part  325. 

b.  the  Holding  Company's  consolidated  Tier  1  leverage 
capital  ratio  must  equal  or  exceed  4%,  or  any  such 
higher  amount  as  specified  within  any  formal  or 
informal  regulatory  action  document  required  by  the 
Division,  the  Federal  Deposit  Insurance  Corporation 
or  the  Federal  Reserve,  based  upon  its  most  recent 
call  report  or  any  amendment  thereto  as  reported  to 
the  federal  or  state  authority,  and 

c.  if  the  minimum  capital  ratios  fall  or  would  fall  below 
those  stated  in  clauses  a  and  b,  the  Commissioner 
may  impose  further  conditions  or  restrictions  on  the 
payment  of  dividends  There  will  be  no  dividend 
restrictions  other  than  those  found  in  Massachusetts 
General  Laws  chapter  172,  section  28,  so  long  as 
the  minimum  capital  ratios  set  out  herein  are 
maintained. 


-4- 


.1 
h 

H 

c 

lk<r  II 


a 


After  the  completion  of  the  reorganization 

a.  the  Holding  Company  may  engage  in  only  such 
activities  as  are  now  or  may  hereinafter  be  activities 
authorized  for  a  mutual  holding  company  under 
section  7  and  other  applicable  provisions  of  chapter 
1 67H  and 

b.  the  Subsidiary  Bank  may  engage  in  any  investment 
or  activity  which  it  may  from  time  to  time  engage  in 
as  a  state-chartered  savings  bank  in  stock  form. 

That  the  proposed  merger  shall  not  become  effective  until  a 
Certificate  of  Consolidation  signed  by  the  Presidents  and  Clerks  or 
other  duly  authorized  officers  of  each  bank  indicating  that  each 
institution  has  complied  with  the  provisions  of  Massachusetts 
General  Laws  chapter  168,  section  34  and  chapter  167H,  section  7, 
clause  (2)  has  been  returned  with  my  endorsement  thereon. 

That  Articles  of  Organization  and/or  Charter  documents  and 
Articles  of  Merger  be  placed  on  record  with  the  Office  of  the 
Secretary  of  State. 


6.  That  the  proposed  merger  be  consummated  within  one  year  of  the_ 

date  of  this  Decision. 


COMMONWEALTH  OF  MASSACHUSETTS 
DIVISION  OF  BANKS 

CERTIFICATE  OF  CONSOLIDATION 

PLYMOUTH  SAVINGS  BANK,  WAREHAM,  MASSACHUSETTS 

WITH  AND  INTO 
PLYMOUTH  INTERIM  STOCK  BANK,  WAREHAM,  MASSACHUSETTS 

The  following  officers  hereby  certify  that  as  of  the  day  of  ,  1998,  all 

relevant  state  and  federal  statutory  and  regulatory  provisions  have  been  fulfilled  to  give  effect  to  the 
consolidation  of  PLYMOUTH  SAVINGS  BANK  with  and  into  PLYMOUTH  INTERIM  STOCK 
BANK  under  the  charter,  by-laws  of  PLYMOUTH  INTERIM  STOCK  BANK  and  the  name  of 
PLYMOUTH  SAVINGS  BANK.  We  further  certify  that  upon  consummation  of  this  consolidation, 
the  charter  of  PLYMOUTH  SAVINGS  BANK  will  cease  to  exist. 


OFFICER  TITLE  OFFICER  TITLE 

PLYMOUTH  INTERIM  STOCK  BANK  PLYMOUTH  SAVINGS  BANK 


OFFICER  TITLE  OFFICER  TITLE 

PLYMOUTH  INTERIM  STOCK  BANK  PLYMOUTH  SAVINGS  BANK 


APPROVAL  OF  THE  COMMISSIONER  OF  BANKS 

Having  approved  the  consolidation  of  PLYMOUTH  SAVINGS  BANK,  Wareham, 
Massachusetts  with  and  into  PLYMOUTH  INTERIM  STOCK  BANK,  Wareham,  Massachusetts  in 
my  Decision  dated  July  21,  1998,  I  hereby  endorse  on  this  Certificate  my  approval  of  this 
consolidation  in  accordance  with  the  provisions  of  Massachusetts  General  Laws  chapter  168,  section 
34  and  chapter  167H,  section  7,  clause  2  to  take  effect 


Executed  under  the  seal  of  the  Commissioner  of  Banks  this 


Thomas  J.  Curry 
Commissioner  of  Banks 
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THOMAS  J.  CURRY 

COMMISSIONER 
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RELATIVE  TO  THE  MERGER  OF  y  ^M 

WOBURN  NATIONAL  BANK,  WOBURN,  MASSACHUSETTS 

WITH  AND  INTO 
CITIZENS  BANK  OF  MASSACHUSETTS,  BOSTON,  MASSACHUSETTS 


Citizens  Bank  of  Massachusetts  ("Citizens"  or  the  "Petitioner"),  Boston,  Massachusetts  has 
applied  to  the  Division  of  Banks  for  authority  to  merge  with  Woburn  National  Bank,  ("Woburn"), 
Woburn,  Massachusetts  pursuant  to  the  provisions  of  Massachusetts  General  Laws  chapter  168, 
§34D  and  under  the  terms  of  an  Agreement  and  Plan  of  Merger  (the  "Agreement")  dated  as  of  April 
6,  1 998.  The  Agreement  provides  for  the  merger  of  Woburn  with  and  into  Citizens  under  the  name, 
charter  and  by-laws  of  Citizens.  The  banking  offices  of  Woburn  will  become  branch  offices  of 
Citizens. 


Notice  of  the  applications  has  been  posted  and  published.  The  time  period  for  interested 
parties  to  submit  comments  has  passed.  Accordingly,  all  documents  and  materials  related  to  this 
transaction  have  been  reviewed.  That  record  has  been  considered  with  regard  to  the  financial  and 
managerial  resources  of  each  bank,  the  competitive  effects  of  the  proposed  transaction  and  the 
convenience  and  needs  of  the  communities  to  be  served  by  the  continuing  institution  and  other 
applicable  statutory  criteria,  including  the  Commonwealth's  Community  Reinvestment  Act 
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("CRA"),  Massachusetts  General  Laws  chapter  167,  §  14  and  its  implementing  regulation,  209 
CMR  46.00  et  seq. 


Citizens  is  a  state-chartered  savings  bank  in  stock  form  with  its  main  office  in  Boston, 
Massachusetts  and  approximately  95  branch  offices  throughout  Massachusetts.  As  of  March  31, 
1998  Citizens  had  total  assets  of  $5,268  billion.  Citizens  is  an  indirect  subsidiary  of  the  Royal 
Bank  of  Scotland  Group  pic,  the  Royal  Bank  of  Scotland  pic  and  the  Governor  and  Company  of  the 
Bank  of  Ireland,  and  a  direct  subsidiary  of  Citizens  Financial  Group,  Inc.,  Providence,  Rhode 
Island,  a  bank  holding  company  incorporated  in  Delaware. 


Woburn  is  a  federally-chartered  national  banking  association  with  its  main  office  and  three 
branch  offices  in  Woburn,  Massachusetts  and  one  branch  office  in  Winchester,  Massachusetts.  As 
of  March  3 1 ,  1998,  Woburn  had  total  consolidated  assets  of  $165.6  million.  It  is  a  wholly-owned 
subsidiary  of  Woburn  National  Corporation. 


The  Petitioner  has  submitted  materials  to  address  the  issue  that  competition  among  banks 
will  not  be  unreasonably  affected  by  the  proposed  transaction.  Much  of  that  analysis  is  detailed 
according  to  various  tests  relative  to  the  size  of  each  institution  and  its  competitors  within 
delineated  markets  used  by  federal  agencies.  That  analysis  demonstrates  that  consummation  of  the 
transaction  will  not  result  in  undue  concentration  of  banking  resources  in  the  banking  markets  in 
Massachusetts  in  which  Woburn  and  Citizens  are  located.  The  Division,  however,  also  looks  to  the 
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primary  service  area  of  the  bank  which  is  being  merged  with  and  into  another  financial  institution 
to  analyze  the  banking  options  which  will  remain  for  the  public  in  those  communities.  The 
Division's  review  has  focused  on  the  communities  in  which  Woburn  operates  banking  offices, 
Wobum  and  Winchester,  Massachusetts.  Upon  review,  the  Division  notes  the  high  concentration  of 
other  banking  offices  in  the  Greater  Boston  area,  including  Winchester,  which  will  also  remain 
available  to  both  commercial  and  consumer  customers.  The  Division's  analysis  of  these  facts  and 
materials  indicate  that  no  significant  adverse  impact  on  competition  within  Woburn's  primary 
service  area  would  result  from  this  consolidation. 


The  Division  has  also  considered  whether  public  convenience  and  advantage  will  be 
promoted  by  this  proposed  transaction.  The  application  delineates  some  of  the  benefits  which  will 
result  from  the  merger  of  Woburn  into  Citizens.  In  general,  Citizens  asserts  that  the  conversion  of 
all  of  Woburn's  office  into  Citizens  operating  systems  will  benefit  customers  of  both  institutions  by 
an  increased  branch  office  presence  in  Woburn  and  Winchester,  while  benefitting  Woburn's 
customers  with  access  to  a  much  larger  branch  network  and  to  products  and  services  previously 
unavailable.  Such  banking  services  provided  by  Citizens  include  Circle  Checking,  Performance 
Business  Checking  200,  home  equity  lines  of  credit,  Companion  Basic  Savings  Accounts,  Tiered- 
Rate  Passbook  Savings,  combined  statements,  retail  brokerage  through  Corelink  Financial,  Inc., 
trust  services,  and  international  banking  services.  Furthermore,  upon  the  consummation  of  this 
transaction,  Citizens  will  operate  a  branch  network  comprised  of  approximately  100  banking 
offices.  Citizens  also  asserts  in  the  application  that  this  consolidation  will  strengthen  Citizens' 
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ability  to  compete  with  larger  banking  institutions. 


Related  to  the  issue  of  public  convenience  and  advantage  is  the  record  of  performance  under 
the  Community  Reinvestment  Act  ("CRA")  by  the  banks  which  are  parties  to  this  multi-step 
transaction.  Such  review  for  a  state-chartered  bank  includes  examination  by  personnel  of  the 
Division  as  well  as  analysis  of  concerns  received  from  the  bank's  community  and  its  response  to 
those  concerns  fairly  raised.  The  application  and  records  of  the  Division  reflect  that  Citizens 
received  an  "Outstanding"  and  Woburn  received  a  "Satisfactory"  rating  in  their  most  recent 
examinations  of  performance  for  CRA  compliance.  Accordingly,  the  Division's  review  of  factors 
related  to  public  convenience  and  advantage  is  consistent  with  approval  of  the  Petitioner's 
application. 


The  financial  structure  of  the  transaction  was  reviewed  and  addressed.  The  resulting  capital 
ratios  and  projections  for  Citizens  are  satisfactory.  Management  factors  reviewed  in  consideration 
of  the  proposed  transaction  are  also  supportive  of  its  approval.  Additionally,  all  other  requirements 
of  statute  relating  to  a  merger  have  been  met. 


Upon  review  of  this  application  with  reference  to  the  relevant  statutory  and  regulatory 
criteria,  the  Division  has  concluded  that  all  such  requirements  have  been  met  and  that 
consummation  of  the  proposed  merger  would  be  in  the  public  interest.  On  the  basis  of  these 
considerations  approval  is  granted  for  Woburn  to  merge  with  and  into  Citizens.  Approval  is  also 


granted  for  Citizens  to  maintain  the  five  banking  offices  of  Woburn  as  branch  offices  under  General 
Laws  chapter  1 67C,  section  3. 


The  approvals  granted  herein  are  subject  to  the  following  conditions: 

(1)  that  no  merger  shall  become  effective  until  a  certificate  signed  by  the 
Presidents  and  Clerks  or  other  duly  authorized  officers  of  the  banks  involved  in 
the  merger  indicating  that  each  such  institution  has  complied  with  the 
provisions  of  Massachusetts  General  Laws  chapter  168,  section  34D  has  been 
returned  with  my  endorsement  thereon; 

(2)  that  the  proposed  merger  shall  not  become  effective  until  Articles  of  Merger 
with  my  endorsement  thereon  are  filed  with  the  Secretary  of  State;  and 


(3)    that  the  proposed  merger  shall  be  consummated  within  one  year  of  the  date  of 
this  decision. 


August  7 1  1998 
Date 
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Depository  Copy 

DECISION 

ON  THE  APPLICATIONS  RELATIVE  TO  THE 

REORGANIZATION  INTO  A  MUTUAL  HOLDING  COMPANY  BY 

DANVERS  SAVINGS  BANK,  DANVERS,  MASSACHUSETTS 

Danvers  Mutual  Savings  Bank  (the  "Petitioner"),  Danvers,  Massachusetts,  is  being  formed  by 
Danvers  Savings  Bank  ("Danvers"),  Danvers,  Massachusetts  as  part  of  a  multi-step  reorganization  which 
will  result  in  the  formation  of  a  mutual  holding  company  known  as  Danvers  Bancorp,  Inc.  (the  "Holding 
Company"),  headquartered  at  One  Conant  Street,  Danvers,  Massachusetts  and  a  subsidiary  stock  savings 
bank  operating  under  the  name  of  Danvers  Savings  Bank  with  its  main  office  located  at  that  address. 
Certain  parts  of  this  multi-step  transaction  have  required  applications  to  the  Board  of  Bank  Incorporation 
which  held  a  public  hearing  on  the  matters  before  it  on  August  6  1998.  Applications  have  been  made  to 
the  Division  for  the  formation  of  the  mutual  holding  company  pursuant  to  Massachusetts  General  Laws 
chapter  167H,  section  3  and  the  merger  of  Danvers  Savings  Bank  into  the  subsidiary  stock  bank  formed 
in  the  reorganization,  Danvers  Interim  Savings  Bank,  pursuant  to  Massachusetts  General  Laws  chapter  168, 
section  34;  chapter  167H,  section  7,  clause  2  and  the  Division's  regulations  in  implementing  said  chapter 
167H,  209  CMR  33.00,  Subpart  C. 

The  reorganization  will  result  in  the  Petitioner  becoming  a  mutual  holding  company  with  a  stock 
savings  bank  subsidiary.  That  subsidiary  will  be  known  as  Danvers  Interim  Savings  Bank.  Following 
the  reorganization,  Danvers  Savings  Bank  will  merge  with  and  into  Danvers  Interim  Savings  Bank  under 
the  charter  and  by-laws  of  Danvers  Interim  Savings  Bank  ("Subsidiary  Bank")  and  name  of  Danvers 
Savings  Bank. 

In  accordance  with  the  provisions  of  said  chapters  167H  and  168,  the  Petitioner  and  its  related 
entity  have  submitted  the  requisite  documents  and  information  relative  to  these  transactions.  Notice  has 
been  given  to  its  depositors  and  to  the  public.   The  deadline  for  filing  comments  ended  on  August  17, 
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1998.  Consequently,  the  reorganization  and  merger  have  been  considered  in  conformity  with  relevant 
statutory  and  regulatory  provisions. 

The  applications  and  supporting  documents,  as  amended,  have  established  an  extensive  record  on 
these  petitions  which  have  been  reviewed  in  light  of  the  statutory  provisions  and  policies  of  the  Division. 
Those  statutory  requirements  necessitate  that,  among  other  things,  the  Division  consider  whether  the 
reorganization  will  be  unfair  to  depositors  and  whether  the  public  will  be  served  by  this  transaction. 
Similarly,  the  merger  must  be  found  to  promote  public  convenience  and  advantage,  including  a  showing 
of  net  new  benefits,  and  not  to  unreasonably  affect  competition  among  banking  institutions.  Having 
considered  the  record  established  in  these  applications,  the  Division  has  determined  that  statutory  and 
administrative  considerations  support  approval  of  the  reorganization  and  subsequent  merger.  In  making 
those  findings,  the  Division  has  noted  that  Danvers  Savings  Bank  has  an  "Outstanding"  rating  for  its 
performance  under  the  Commonwealth's  Community  Reinvestment  Act,  General  Laws  chapter  167,  section 
14  and  its  implementing  regulation  209  CMR  46.00  et  seq. 

In  accordance  with  these  findings  and  pursuant  to  statute,  I  hereby  approve  the  reorganization 
including  the  merger  of  Danvers  Savings  Bank  with  and  into  Danvers  Interim  Savings  Bank  subject  to 
the  submission  to  the  Division  of  a  favorable  tax  ruling,  opinion  of  counsel  or  other  opinion  of  recognized 
experts  in  the  field  of  taxation  no  later  than  at  the  time  of  closing  of  the  transaction  and  the  following 
considerations: 

1.  The  reorganization  shall  not  be  consummated  until  all  additional 
regulatory  approvals  have  been  obtained. 

2.  Commencing  with  the  transaction's  effective  date,  the  Division's 
minimum  capital  requirements  for  the  Subsidiary  Bank  and  the  Holding 
Company  are  as  follows: 

a.  the  Subsidiary  Bank's  Tier  1  leverage  capital  ratio  must 

equal  or  exceed  4%,  or  any  such  higher  amount  as 
specified  within  any  formal  or  informal  regulatory  action 
document  required  by  the  Division,  the  Federal  Deposit 
Insurance  Corporation  or  the  Federal  Reserve,  based 
upon  the  Subsidiary  Bank's  most  recent  Federal  Deposit 
Insurance  Corporation  Report  of  Condition  and  Income 
and  any  amendments  thereto.  The  amount  of  capital 
shall  be  calculated  in  accordance  with  12  CFR  Part  325. 
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the  Holding  Company's  consolidated  Tier  1  leverage 
capital  ratio  must  equal  or  exceed  4%,  or  any  such 
higher  amount  as  specified  within  any  formal  or  informal 
regulatory  action  document  required  by  the  Division,  the 
Federal  Deposit  Insurance  Corporation  or  the  Federal 
Reserve,  based  upon  its  most  recent  call  report  or  any 
amendment  thereto  as  reported  to  the  federal  or  state 
authority;  and 


c.  if  the  minimum  capital  ratios  fall  or  would  fall  below 

those  stated  in  clauses  a  and  b,  the  Commissioner  may 
impose  further  conditions  or  restrictions  on  the  payment 
of  dividends.  There  will  be  no  dividend  restrictions 
other  than  those  found  in  Massachusetts  General  Laws 
chapter  172,  section  28,  so  long  as  the  minimum  capital 
ratios  set  out  herein  are  maintained. 

3.  After  the  completion  of  the  reorganization 

a.  the  Holding  Company  may  engage  in  only  such  activities 
as  are  now  or  may  hereinafter  be  activities  authorized  for 
a  mutual  holding  company  under  section  7  and  other 
applicable  provisions  of  chapter  167H  and 

b.  the  Subsidiary  Bank  may  engage  in  any  investment  or 
activity  which  it  may  from  time  to  time  engage  in  as  a 
state-chartered  savings  bank  in  stock  form. 

4.  That  the  proposed  merger  shall  not  become  effective  until  a  Certificate 
of  Consolidation  signed  by  the  Presidents  and  Clerks  or  other  duly 
authorized  officers  of  each  bank  indicating  that  each  institution  has 
complied  with  the  provisions  of  Massachusetts  General  Laws  chapter  168, 
section  34  and  chapter  167H,  section  7,  clause  (2)  has  been  returned  with 
my  endorsement  thereon. 

5.  That  Articles  of  Organization  and/or  Charter  documents  and  Articles  of 
Merger  be  placed  on  record  with  the  Office  of  the  Secretary  of  State. 

6.  That  the  proposed  merger  be  consummated  within  one  year  of  the  date 
of  this  Decision. 


Noventer  5.  1998 

Date  Commissioner  of 
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DECISION 

relative  to  the  merger  of       University  of  Massachusetts 

LEXINGTON  SAVINGS  BANK,  LEXINGTON,  MASSACHUS^fffSitory  Copy 

WITH  AND  INTO 
USTRUST,  BOSTON,  MASSACHUSETTS 


USTrust  ("USTrust"  or  the  "Petitioner"),  Boston,  Massachusetts  has  applied  to  the  Division  of 
Banks  (the  "Division")  for  authority  to  merge  with  its  affiliate,  Lexington  Savings  Bank,  ("Lexington"), 
Lexington,  Massachusetts  pursuant  to  the  provisions  of  Massachusetts  General  Laws  chapter  172,  section 
36  and  under  the  terms  of  an  Agreement  and  Plan  of  Merger  (the  "Agreement")  dated  as  of  September 
30,  1998.  The  Agreement  provides  for  the  merger  of  Lexington  with  and  into  USTrust  under  the  name, 
charter  and  by-laws  of  USTrust.  The  banking  offices  of  Lexington  will  become  branch  offices  of 
USTrust. 

Notice  of  the  application  has  been  posted  and  published.  The  time  period  for  interested  parties 
to  submit  comments  has  passed.  Accordingly,  all  documents  and  materials  related  to  this  transaction  have 
been  reviewed.  That  record  has  been  considered  with  regard  to  the  financial  and  managerial  resources 
of  each  bank,  the  competitive  effects  of  the  proposed  transaction  and  the  convenience  and  needs  of  the 
communities  to  be  served  by  the  continuing  institution  and  other  applicable  statutory  criteria,  including 
the  Commonwealth's  Community  Reinvestment  Act  ("CRA"),  Massachusetts  General  Laws  chapter  1 67, 
section  14  and  its  implementing  regulation,  209  CMR  46.00  et  seq. 
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USTrust  is  a  state-chartered  trust  company.  As  of  June  30,  1998  it  had  assets  of  approximately 
$3.9  billion.  Its  main  office  is  in  Boston,  Massachusetts  and  USTrust  operates  seventy-four  branch  offices. 
It  has  also  recently  received  approvals  to  establish  one  additional  branch  office  in  Waltham  and  one 
additional  branch  office  in  Brookline  as  well  as  approvals  to  close  a  branch  office  in  Lexington  and 
another  branch  office  in  Waltham.  Moreover,  USTrust  recently  applied  to  the  Division  for  approval  to 
establish  a  branch  office  in  Burlington.  USTrust  is  a  subsidiary  of  UST  Corp.,  a  Massachusetts  bank 
holding  company.  The  deposits  of  USTrust  are  insured  by  the  Federal  Deposit  Insurance  Corporation 
("FDIC"). 

Lexington  is  a  state-chartered  savings  bank  in  stock  form  with  its  main  office  and  three  branch 
offices  in  Lexington;  two  branch  offices  in  Arlington;  one  branch  office  in  Bedford  and  one  branch  office 
in  Burlington.  Lexington  is  a  subsidiary  of  Affiliated  Community  Bancorp,  Inc.("Affiliated"),  a 
Massachusetts  bank  holding  company  which  itself  is  a  subsidiary  of  UST  Corp.  The  deposits  of  Lexington 
are  insured  by  the  Bank  Insurance  Fund  of  the  FDIC  and  the  deposits  in  excess  of  the  FDIC's  limits  are 
insured  by  the  Deposit  Insurance  Fund  ("DIF")  of  the  Mutual  Savings  Central  Fund,  Inc.  As  of  June  30, 
1998,  Lexington  had  assets  of  approximately  $539  million. 

The  proposed  merger  will  be  accomplished  through  USTrust  issuing  20,148  shares  of  its  common 
stock  to  Affiliated  in  exchange  for  Affiliated's  one  hundred  percent  ownership  of  Lexington.  In  addition 
to  the  approval  of  the  Division  for  the  merger,  approval  of  the  issuance  of  shares  by  USTrust  is  required 
pursuant  to  General  Laws  chapter  1 72,  section  24,  subsection  A. 

Materials  have  been  submitted  to  address  the  issue  that  competition  among  banks  will  not  be 
unreasonably  affected  by  the  proposed  transaction.  Much  of  that  analysis  is  detailed  according  to  various 
tests  relative  to  the  size  of  each  institution  and  its  competitors  within  delineated  markets  used  by  federal 
agencies.  That  analysis  demonstrates  that  consummation  of  the  transaction  will  not  result  in  undue 
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concentration  of  banking  resources  in  the  Boston  banking  market  in  Massachusetts.    The  Division, 
however,  also  looks  to  the  primary  service  area  of  the  bank  which  is  being  merged  with  and  into  another 
financial  institution  to  analyze  the  banking  options  which  will  remain  for  the  public  in  those  communities. 
The  Division's  review  has  focused  on  the  communities  in  which  Lexington  operates  banking  offices, 
Lexington,  Burlington,  Arlington  and  Bedford,  Massachusetts.  Upon  review,  the  Division  notes  the  high 
concentration  of  other  banking  offices  in  the  Greater  Boston  area,  including  those  four  communities,  which 
will  also  remain  available  to  both  commercial  and  consumer  customers.  The  Division's  analysis  of  these 
facts  and  materials  indicate  that  no  significant  adverse  impact  on  competition  within  Lexington's  primary 
service  area  would  result  from  this  consolidation. 

The  application  notes  that  the  continuing  institution's  Board  of  Directors  will  consist  of  all  of  the 
persons  occupying  such  positions  with  USTrust  immediately  prior  to  the  consummation  of  the  merger. 
The  management  of  the  combined  bank  is  also  detailed  in  the  application  documents.  The  applicant  bank 
argues  that  the  combined  institution  will  produce  some  economies  and  service  capabilities.  Upon 
consolidation,  the  continuing  bank  will  meet  all  required  capital  standards.  Accordingly,  upon  review, 
financial  and  managerial  considerations  support  the  application. 

The  application  cites  numerous  benefits  to  the  banking  public  resulting  from  the  transaction. 
According  to  the  Petitioner,  the  continuing  bank  will  have  an  extended  branch  office  network  through 
which  it  will  offer  its  services  and  products,  some  of  which  are  not  currently  services  of  Lexington.  The 
services  which  will  be  new  to  Lexington  customers  include  free  checking  accounts  and  "Prime  Always" 
Home  Equity  Loans  as  well  as  trust,  investment  management,  cash  management,  international  and  asset 
based  lending  services.  Additionally,  USTrust's  affiliate,  United  States  Trust  Company,  Boston, 
Massachusetts,  provides  trust,  money  management  and  custodial  services  which  will  become  available  to 
Lexington  customers.  It  is  also  noted  that  USTrust  will  have  a  larger  lending  limit  than  it  had  prior  to 
the  merger.   The  Division  considered  these  reasons  and  others  cited  in  the  submitted  documents  in 


determining  that  public  convenience  and  advantage  will  be  promoted  by  approval  of  this  transaction. 

In  determining  whether  or  not  to  approve  a  petition  under  the  statutory  criteria,  the  Commissioner 
is  also  required  to  consider  a  showing  of  "net  new  benefits"  related  to  the  transaction.  That  term  as  set 
out  in  subsection  A  of  section  36  of  said  chapter  1 72  includes  initial  capital  investments,  job  creation 
plans,  consumer  and  business  services,  and  commitments  to  maintain  and  open  branch  offices,  among 
other  factors,  which  the  Commissioner  may  deem  necessary.  The  applicant  bank  has  addressed  this 
requirement  of  statute.  In  particular,  it  states  that  its  improved  ability  to  meet  demand  for  lending  to  small 
businesses  will  foster  economic  development  and  the  creation  of  new  jobs.  The  maintenance  of 
Lexington's  banking  offices  as  branch  offices  of  the  continuing  bank  as  well  as  USTrust's  intent  not  to 
engage  in  any  significant  employee  terminations  are  also  cited  as  support  for  meeting  this  criteria. 

Related  to  the  issue  of  public  convenience  and  advantage  is  the  record  of  performance  under  CRA 
by  the  banks  which  are  parties  to  this  transaction.  Such  review  for  a  state-chartered  bank  includes 
examination  by  personnel  of  the  Division  as  well  as  analysis  of  concerns  received  from  the  bank's 
community  and  its  response  to  those  concerns  fairly  raised.  The  application  and  records  of  the  Division 
reflect  that  both  USTrust  and  Lexington  received  "Outstanding"  and  "Satisfactory"  ratings  respectively  in 
their  most  recent  examinations  of  performance  for  CRA  compliance.  Accordingly,  the  Division's  review 
of  factors  related  to  public  convenience  and  advantage  are  consistent  with  approval  of  the  Petitioner's 
application. 

As  part  of  the  review  of  this  transaction,  USTrust's  year  2000  ("Y2K")  readiness  and  compliance 
efforts  were  considered.  The  Division  specifically  requested  information  on  the  matter  from  the  applicant. 
That  analysis  by  the  Division  does  not  preclude  the  approval  of  this  transaction. 

Upon  review  of  this  application  with  reference  to  the  relevant  statutory  and  regulatory  criteria,  the 
Division  has  concluded  that  all  such  requirements  have  been  met  and  that  consummation  of  the  proposed 


-5- 


merger  would  be  in  the  public  interest.  On  the  basis  of  these  considerations,  approval  is  granted  for 
Lexington  to  merge  with  and  into  USTrust  and  USTrust  is  authorized  to  issue  20,148  shares  of  its 
common  stock  pursuant  to  General  Laws  chapter  1 72,  section  24,  subsection  A.  Approval  is  also  granted 
for  USTrust  to  maintain  the  eight  banking  offices  of  Lexington  as  branch  offices  under  General  Laws 
chapter  167C,  section  3. 

The  approvals  granted  herein  are  subject  to  the  following  conditions: 

(1)  That  all  depositors  of  Lexington  be  notified  that  after  the  merger  with  USTrust 
any  deposits  in  excess  of  federal  deposit  insurance  coverage  will  no  longer  be 
insured  by  the  DIF. 

(2)  That  no  merger  shall  become  effective  until  a  certificate  signed  by  the  Presidents 
and  Clerks  or  other  duly  authorized  officers  of  the  banks  involved  in  the  merger 
indicating  that  each  such  institution  has  complied  with  the  provisions  of 
Massachusetts  General  Laws  chapter  168,  section  34D  and  chapter  172,  section 
36,  or  other  applicable  statute  has  been  returned  with  my  endorsement  thereon; 

(3)  that  the  proposed  merger  shall  not  become  effective  until  Articles  of  Merger  with 
my  endorsement  thereon  are  filed  with  the  Secretary  of  State;  and 

(4)  that  the  proposed  merger  shall  be  consummated  within  one  year  of  the  date  of  this 
decision. 


II  loft 
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DECISION 

relative  to  the  merger  of  University  of  Massachusetts 

the  sandwich  co-operative  bank,  sandwich  '  Depository  Copy 

WITH  AND  INTO 
COMPASS  BANK  FOR  SAVINGS,  NEW  BEDFORD 


Compass  Bank  for  Savings  ("Compass"  or  the  "Petitioner"),  New  Bedford,  Massachusetts  has 
applied  to  the  Division  of  Banks  (the  "Division")  for  authority  to  merge  with  The  Sandwich  Co-operative 
Bank  ("Sandwich"),  Sandwich,  Massachusetts  pursuant  to  the  provisions  of  Massachusetts  General  Laws 
chapter  168,  section  34D  and  under  the  terms  of  an  Affiliation  and  Merger  Agreement  (the  "Agreement") 
dated  as  of  March  23,  1998.  The  Agreement  provides  for  the  merger  of  Sandwich  with  and  into  Compass 
under  the  name,  charter  and  by-laws  of  Compass.  The  banking  offices  of  Sandwich  will  become  branch 
offices  of  Compass.  The  merger  is  part  of  a  multi-step  transaction  whereby  the  holding  company  for 
Compass,  Seacoast  Financial  Services  Corporation  ("Seacoast")  will  acquire  the  holding  company  of 
Sandwich,  Sandwich  Bancorp,  Inc.  The  acquisition  application  is  before  the  Commonwealth's  Board  of 
Bank  Incorporation.  In  connection  with  this  transaction,  Seacoast  will  convert  from  a  mutual  holding 
company  governed  by  Massachusetts  General  Laws  chapter  167H  to  a  stock  holding  company. 

Notice  of  the  application  was  posted  as  directed  by  the  Division  thereby  affording  opportunity  for 
interested  parties  to  submit  comments.  The  period  for  filing  comments  which  was  subsequently  extended 
to  October  30,  1998  has  expired.  The  Division  reviewed  the  application  and  all  related  documents  in 
accordance  with  the  statutory  criteria  of  whether  competition  among  banking  institutions  will 
beunreasonably  affected  and  whether  any  net  new  benefits  as  well  as  public  convenience  and  advantage 
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would  be  promoted  by  approval  of  the  proposed  transaction.  The  record  of  performance  under  the 
Commonwealth's  Community  Reinvestment  Act  ("CRA"),  Massachusetts  General  Laws  chapter  167, 
section  14  and  the  Division's  regulations,  209  CMR  46.00  et  seg.  also  were  factors  considered  by  the 
Division. 

Compass  is  the  subsidiary  banking  institution  in  stock  form  resulting  from  its  1994  reorganization 
into  a  mutual  holding  company,  The  1855  Bancorp,  Inc,  which  subsequently  changed  it  name  to  Seacoast. 
It  operates  from  twenty-five  banking  offices,  most  of  which  are  located  in  southeastern  Massachusetts  and 
on  Martha's  Vineyard.  Compass'  primary  business  is  making  residential  mortgage  loans,  consumer  loans, 
including  indirect  automobile  loans,  and  various  commercial  loans.  At  March  31.  1998,  it  had  total  assets 
of  approximately  $1.15  billion. 

Sandwich  Bancorp,  Inc.  is  the  stock  holding  company  for  Sandwich  as  a  result  of  that  bank's 
reorganization  into  a  one  bank  holding  company  structure  in  September  of  1997.  Sandwich  converted 
from  mutual  to  stock  form  in  1986.  It  operates  nine  banking  offices  on  Cape  Cod  with  one  branch  office 
in  Wareham  and  one  branch  office  in  the  Cedarville  area  of  Plymouth.  Sandwich's  primary  business 
consists  of  making  residential  mortgage  loans  and  consumer  loans  as  well  as  making  commercial  loans. 
Sandwich  had  total  assets  of  approximately  $526  million  at  March  31,  1998. 

Materials  have  been  submitted  to  address  the  issue  of  whether  competition  among  banks  will  be 
unreasonably  affected  by  the  proposed  transaction.  Some  of  that  analysis  is  detailed  according  to  various 
tests  relative  to  the  size  of  each  institution  and  its  competitors  within  delineated  markets  used  by  federal 
agencies.  Moreover,  Compass  has  also  submitted  information  on  the  transaction  as  it  impacts  the  counties 
in  Massachusetts  in  which  Compass  and  Sandwich  have  banking  offices.  According  to  the  Petitioner, 
there  is  very  little  overlap.  Compass'  banking  offices  are  primarily  in  Bristol  and  Dukes  Counties  with 
three  offices  in  Plymouth  County.  Sandwich's  banking  offices  are  located  primarily  in  Barnstable  County 
with  two  offices  in  Plymouth  County.   It  is  the  position  of  the  Division  to  consider  a  transaction  in  the 
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light  of  its  impact  on  the  citizens,  communities  and  banking  structure  in  the  Commonwealth  on  a 
community  by  community  basis  instead  of  by  variously  grouped  markets  or  counties.  The  Division  had 
noted  that  each  bank  had  offices  within  the  town  of  Plymouth.  Upon  review  and  with  recognition  of  the 
several  other  banking  options  for  the  public  in  the  town  of  Plymouth,  the  Division's  analysis  of  the 
competitive  impact  of  this  transaction  does  not  preclude  its  approval. 

The  Division  has  also  considered  whether  public  convenience  and  advantage  will  be  promoted  by 
this  transaction.  As  described  in  the  filed  documents,  Compass  believes  the  statutory  test  is  met  in  a 
number  of  ways.  Upon  consummation  of  this  multi-step  transaction,  customers  of  Sandwich  will  have 
access  to  Compass'  telephone  call  center  through  which  accounts  can  be  opened  and  loans  applied  for  as 
well  as  other  services  obtained.  Two  new  services  to  be  offered  by  Compass  are  internet  banking  and  a 
telephone  bill  paying  service.  The  combined  branch  office  network  will  also  allow  business  to  be 
conducted  over  a  significantly  larger  geographic  area.  Additional  services  and  proposed  programs  are  set 
out  in  the  application  and  provide  the  basis  for  determining,  that  this  statutory  test  and  a  showing  of  net 
new  benefits  has  been  met.   : 

The  record  of  performance  under  CRA  by  the  banks  involved  in  a  transaction  is  also  a 
consideration  by  the  Division.  For  financial  institutions  not  directly  under  the  jurisdiction  of  the 
Commonwealth,  the  Division  initially  looks  to  the  publicly  available  descriptive  rating  and  evaluation  by 
a  federal  or  another  state's  banking  regulatory  agency.  Such  review  for  state-chartered  banks  such  as 
Compass  and  Sandwich  includes  examination  by  personnel  of  the  Division  as  well  as  analysis  of  concerns 
received  from  a  bank's  community  and  a  bank's  response  to  those  concerns  fairly  raised.  The  Division 
is  aware  that  Compass  has  a  "Satisfactory"  rating  and  Sandwich  has  an  "Outstanding"  rating  in  their  most 
recent  examination  of  performance  under  CRA.  Accordingly,  the  Division's  view  of  this  factor  is 
consistent  with  approval. 
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The  application  states  that  upon  consummation  of  the  transaction,  three  current  directors  of 
Sandwich  Bancorp,  Inc.  will  be  added  to  the  Board  of  Directors  of  Seacoast  and  one  of  the  three  directors 
will  be  added  to  the  Board  of  Directors  of  Compass.  The  operating  officers  of  Compass  will  continue 
in  their  positions  and  may  be  supplemented  by  certain  officers  from  Sandwich.  Economies  and  service 
capabilities  which  would  result  from  the  transaction  are  set  out  in  the  submitted  documents.  Following 
consummation  of  all  parts  of  the  transaction,  which  includes  the  conversion  of  Seacoast,  all  regulatory 
capital  standards  will  continue  to  be  met.  Upon  review,  financial  and  managerial  considerations  support 
the  petition. 

Compass  and  Sandwich  have  addressed  the  Year  2000  ("Y2K")  issue  by  dedicating  senior 
personnel  and  funds  to  the  task.  Moreover,  ongoing  system  testings  are  being  done  for  compliance  with 
Year  2000  requirements.  To  date,  the  banks'  reviews  of  their  Y2K  compliance  programs  have  been 
acceptable.   This  transaction  will  not  effect  that  compliance  effort. 

Based  on  the  record  on  this  matter  including  the  testimony  received  at  the  public  hearing 
considered  in  light  of  all  relevant  statutory  and  administrative  requirements,  the  Division  finds  that 
competition  among  banking  institutions  will  not  be  unreasonably  affected,  that  public  convenience  and 
advantage  will  be  promoted  by  consummation  of  the  proposed  transaction  and  that  records  of  performance 
under  CRA  by  the  banks  involved  in  this  transaction  are  consistent  with  its  approval.  Therefore,  in 
accordance  with  these  findings  and  pursuant  to  the  statutory  authority  cited  herein,  the  Division  hereby 
approves  the  application  and  authorizes  The  Sandwich  Co-operative  Bank  to  merge  with  and  into  Compass 
Bank  for  Savings.  Approval  is  also  granted  for  Compass  to  maintain  the  eleven  banking  offices  of 
Sandwich  as  branch  offices  under  General  Laws  chapter  167C,  section  3. 

The  approvals  granted  herein  are  subject  to  the  following  conditions: 

(1)  That  no  merger  shall  become  effective  until  a  certificate  signed  by  the  Presidents 
and  Clerks  or  other  duly  authorized  officers  of  the  banks  involved  in  the  merger 
indicating  that  each  such  institution  has  complied  with  the  provisions  of 
Massachusetts  General  Laws  chapter  168,  section  34D  and  chapter  170,  section 


26D,  or  other  applicable  statute  has  been  returned  with  my  endorsement  thereon; 

(2)  that  the  proposed  merger  shall  not  become  effective  until  Articles  of  Merger  with 
my  endorsement  thereon  are  filed  with  the  Secretary  of  State;  and 

(3)  that  the  proposed  merger  shall  be  consummated  within  one  year  of  the  date  of  this 
decision. 
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RELATIVE  TO  THE  MERGER  OF  DeOOSKOiy  o 

THE  FEDERAL  SAVINGS  BANK,  WALTHAM,  MASSACHUSETTS 

WITH  AND  INTO 
USTRUST,  BOSTON,  MASSACHUSETTS 


USTrust  ("USTrust"  or  the  "Petitioner"),  Boston,  Massachusetts  has  applied  to  the  Division  of 
Banks  (the  "Division")  for  authority  to  merge  with  its  affiliate,  The  Federal  Savings  Bank,  ("Federal"), 
Waltham,  Massachusetts  pursuant  to  the  provisions  of  Massachusetts  General  Laws  chapter  1 72,  section 
36  and  under  the  terms  of  an  Agreement  of  Merger  (the  "Agreement")  dated  as  of  September  30,  1998. 
The  Agreement  provides  for  the  merger  of  Federal  with  and  into  USTrust  under  the  name,  charter  and 
by-laws  of  USTrust.   The  banking  offices  of  Federal  will  become  branch  offices  of  USTrust. 

Notice  of  the  application  has  been  posted  and  published.  The  time  period  for  interested  parties 
to  submit  comments  has  passed.  Accordingly,  all  documents  and  materials  related  to  this  transaction  have 
been  reviewed.  That  record  has  been  considered  with  regard  to  the  financial  and  managerial  resources 
of  each  bank,  the  competitive  effects  of  the  proposed  transaction  and  the  convenience  and  needs  of  the 
communities  to  be  served  by  the  continuing  institution  and  other  applicable  statutory  criteria. 

USTrust  is  a  state-chartered  trust  company.  As  of  June  30,  1998  it  had  assets  of  approximately 
$3.9  billion.  Its  main  office  is  in  Boston,  Massachusetts  and  USTrust  operates  seventy-four  branch  offices. 
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It  has  also  recently  received  approvals  to  establish  one  additional  branch  office  in  Waltham  and  one 
additional  branch  office  in  Brookline  as  well  as  approvals  to  close  a  branch  office  in  Lexington  and 
another  branch  office  in  Waltham.  Moreover,  USTrust  recently  applied  to  the  Division  and  received 
approval  to  establish  a  branch  office  in  Burlington.  USTrust  is  a  subsidiary  of  UST  Corp.,  a 
Massachusetts  bank  holding  company.  The  deposits  of  USTrust  are  insured  by  the  Federal  Deposit 
Insurance  Corporation  ("FDIC"). 

Federal  is  a  federally-chartered  savings  bank  in  stock  form  with  its  main  office  and  one  branch 
office  in  Waltham  as  well  as  one  branch  office  in  Concord  and  one  branch  office  in  Weston.  Federal 
is  a  subsidiary  of  Affiliated  Community  Bancorp,  Inc.  ("Affiliated"),  a  Massachusetts  bank  holding 
company  which  itself  is  a  subsidiary  of  UST  Corp.  The  deposits  of  Federal  are  insured  by  the  FDIC. 
As  of  June  30,  1998,  Federal  had  assets  of  approximately  $559  million. 

The  proposed  merger  will  be  accomplished  through  USTrust  issuing  23,172  shares  of  its  common 
stock  to  Affiliated  in  exchange  for  Affiliated's  one  hundred  percent  ownership  of  Federal.  In  addition  to 
the  approval  of  the  Division  for  the  merger,  approval  of  the  issuance  of  shares  by  USTrust  is  required 
pursuant  to  General  Laws  chapter  1 72,  section  24,  subsection  A. 

Materials  have  been  submitted  to  address  the  issue  that  competition  among  banks  will  not  be 
unreasonably  affected  by  the  proposed  transaction.  Much  of  that  analysis  is  detailed  according  to  various 
tests  relative  to  the  size  of  each  institution  and  its  competitors  within  delineated  markets  used  by  federal 
agencies.  That  analysis  demonstrates  that  consummation  of  the  transaction  will  not  result  in  undue 
concentration  of  banking  resources  in  the  Boston  banking  market  in  Massachusetts.  The  Division, 
however,  also  looks  to  the  primary  service  area  of  the  bank  which  is  being  merged  with  and  into  another 
financial  institution  to  analyze  the  banking  options  which  will  remain  for  the  public  in  those  communities. 


The  Division's  review  has  focused  on  the  communities  in  which  Federal  operates  banking  offices, 
Waltham,  Concord  and  Weston,  Massachusetts.  Upon  review,  the  Division  notes  the  high  concentration 
of  other  banking  offices  in  the  Greater  Boston  area,  including  those  three  communities,  which  will  also 
remain  available  to  both  commercial  and  consumer  customers.  Additionally,  weight  must  be  given  to  the 
fact  that  UST  Corp.  could  negate  competition  in  any  form  beween  its  bank  subsidiaries.  The  Division's 
analysis  of  these  facts  and  materials  indicate  that  no  significant  adverse  impact  on  competition  within 
Federal's  primary  service  area  would  result  from  this  consolidation. 

The  application  notes  that  the  continuing  institution's  Board  of  Directors  will  consist  of  all  of  the 
persons  occupying  such  positions  with  USTrust  immediately  prior  to  the  consummation  of  the  merger. 
The  management  of  the  combined  bank  is  also  detailed  in  the  application  documents.  The  applicant  bank 
argues  that  the  combined  institution  will  produce  some  economies  and  service  capabilities.  Upon 
consolidation,  the  continuing  bank  will  meet  all  required  capital  standards.  Accordingly,  upon  review, 
financial  and  managerial  considerations  support  the  application. 

The  application  cites  numerous  benefits  to  the  banking  public  resulting  from  the  transaction. 
According  to  the  Petitioner,  the  continuing  bank  will  have  an  extended  branch  office  network  through 
which  it  will  offer  its  services  and  products,  some  of  which  are  not  currently  services  of  Federal.  The 
services  which  will  be  new  to  Federal  customers  include  free  checking  accounts  and  "Prime  Always" 
Home  Equity  Loans  as  well  as  trust,  investment  management,  cash  management,  international  and  asset 
based  lending  services.  Additionally,  USTrust's  affiliate,  United  States  Trust  Company,  Boston, 
Massachusetts,  provides  trust,  money  management  and  custodial  services  which  will  become  available  to 
Federal  customers.  It  is  also  noted  that  USTrust  will  have  a  larger  lending  limit  than  it  had  prior  to 
the  merger.   The  Division  considered  these  reasons  and  others  cited  in  the  submitted  documents  in 
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determining  that  public  convenience  and  advantage  will  be  promoted  by  approval  of  this  transaction. 

In  determining  whether  or  not  to  approve  a  petition  under  the  statutory  criteria,  the  Commissioner 
is  also  required  to  consider  a  showing  of  "net  new  benefits"  related  to  the  transaction.  That  term  as  set 
out  in  subsection  A  of  section  36  of  said  chapter  172  includes  initial  capital  investments,  job  creation 
plans,  consumer  and  business  services,  and  commitments  to  maintain  and  open  branch  offices,  among 
other  factors,  which  the  Commissioner  may  deem  necessary.  The  applicant  bank  has  addressed  this 
requirement  of  statute.  In  particular,  it  states  that  its  improved  ability  to  meet  demand  for  lending  to  small 
businesses  will  foster  economic  development  and  the  creation  of  new  jobs.  The  maintenance  of  Federal's 
banking  offices  as  branch  offices  of  the  continuing  bank  as  well  as  USTrust's  intent  not  to  engage  in  any 
significant  employee  terminations  are  also  cited  as  support  for  meeting  this  criteria. 

Related  to  the  issue  of  public  convenience  and  advantage  is  the  record  of  performance  under  CRA 
by  the  banks  which  are  parties  to  this  transaction.  Such  review  for  a  state-chartered  bank  includes 
examination  by  personnel  of  the  Division  as  well  as  analysis  of  concerns  received  from  the  bank's 
community  and  its  response  to  those  concerns  fairly  raised.  The  application  and  records  of  the  Division 
reflect  that  both  USTrust  and  Federal  received  "Outstanding"  ratings  in  their  most  recent  examinations  of 
performance  for  CRA  compliance.  Accordingly,  the  Division's  review  of  factors  related  to  public 
convenience  and  advantage  are  consistent  with  approval  of  the  Petitioner's  application. 

As  part  of  the  review  of  this  transaction,  USTrust's  year  2000  ("Y2K")  readiness  and  compliance 
efforts  were  considered.  The  Division  specifically  requested  information  on  the  matter  from  the  applicant. 
That  analysis  by  the  Division  does  not  preclude  the  approval  of  this  transaction. 

Upon  review  of  this  application  with  reference  to  the  relevant  statutory  and  regulatory  criteria,  the 
Division  has  concluded  that  all  such  requirements  have  been  met  and  that  consummation  of  the  proposed 
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merger  would  be  in  the  public  interest.  On  the  basis  of  these  considerations,  approval  is  granted  for 
Federal  to  merge  with  and  into  USTrust  and  USTrust  is  authorized  to  issue  23,172  shares  of  its  common 
stock  pursuant  to  General  Laws  chapter  172,  section  24,  subsection  A.  Approval  is  also  granted  for 
USTrust  to  maintain  the  four  banking  offices  of  Federal  as  branch  offices  under  General  Laws  chapter 
167C,  section  3. 

The  approvals  granted  herein  are  subject  to  the  following  conditions: 

(1)  That  no  merger  shall  become  effective  until  a  certificate  signed  by  the  Presidents 
and  Clerks  or  other  duly  authorized  officers  of  the  banks  involved  in  the  merger 
indicating  that  each  such  institution  has  complied  with  the  provisions  of 
Massachusetts  General  Laws  chapter  172,  section  36,  or  other  applicable  statute 
has  been  returned  with  my  endorsement  thereon; 

(2)  that  the  proposed  merger  shall  not  become  effective  until  Articles  of  Merger  with 
my  endorsement  thereon  are  filed  with  the  Secretary  of  State;  and 

(3)  that  the  proposed  merger  shall  be  consummated  within  one  year  of  the  date  of  this 
decision. 
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COMMISSIONER 

DECISION  ,  Ma<:<;achuceUs 

ON  THE  APPLICATIONS  RELATIVE  TO  THE  University  Ot  wasrV 

REORGANIZATION  INTO  A  MUTUAL  HOLDING  COMPANY  BY       Depository  UOPV 
MARLBOROUGH  CO-OPERATIVE  BANK,  MARLBOROUGH,  MASSACHUSETTS 

Marlborough  MHC  Co-operative  Bank  (the  "Petitioner"),  Marlborough,  Massachusetts,  is  being 
formed  by  Marlborough  Co-operative  Bank  ("Marlborough"),  Marlborough,  Massachusetts  as  part  of  a 
multi-step  reorganization  which  will  result  in  the  formation  of  a  mutual  holding  company  known  as 
Marlborough  Bancorp,  (the  "Holding  Company"),  headquartered  at  175  Main  Street,  Marlborough, 
Massachusetts  and  a  subsidiary  stock  co-operative  bank  operating  under  the  name  of  Marlborough  Co- 
operative Bank  with  its  main  office  located  at  that  address.  Certain  parts  of  this  multi-step  transaction 
have  required  applications  to  the  Board  of  Bank  Incorporation  which  held  a  public  hearing  on  the  matters 
before  it  on  October  1,  1998.  Applications  have  been  made  to  the  Division  for  the  formation  of  the 
mutual  holding  company  pursuant  to  Massachusetts  General  Laws  chapter  167H,  section  3  and  the  merger 
of  Marlborough  Co-operative  Bank  into  the  subsidiary  stock  bank  formed  in  the  reorganization, 
Marlborough  Interim  Co-operative  Bank,  pursuant  to  Massachusetts  General  Laws  chapter  1 70,  section 
25  and  chapter  167H,  section  7,  clause  2. 

The  reorganization  will  result  in  the  Petitioner  becoming  a  mutual  holding  company  with  a  stock 
co-operative  bank  subsidiary.  That  subsidiary  will  be  known  as  Marlborough  Interim  Co-operative  Bank. 
Following  the  reorganization,  Marlborough  will  merge  with  and  into  Marlborough  Interim  Co-operative 
Bank  under  the  charter  and  by-laws  of  Marlborough  Co-operative  Interim  Savings  Bank  ("Subsidiary 
Bank")  and  name  of  Marlborough  Co-operative  Bank. 

In  accordance  with  the  provisions  of  said  chapters  167H  and  170,  the  Petitioner  and  its  related 
entity  have  submitted  the  requisite  documents  and  information  relative  to  these  transactions.  Notice  had 
been  given  to  its  depositors  and  to  the  public.   The  deadline  for  filing  comments  ended  on  October  14, 
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1998.    Consequently,  the  reorganization  and  merger  have  been  considered  in  conformity  with  relevant 

statutory  and  regulatory  provisions. 

The  applications  and  supporting  documents,  as  amended,  have  established  an  extensive  record  on 
these  petitions  which  have  been  reviewed  in  light  of  the  statutory  provisions  and  policies  of  the  Division. 
Those  statutory  requirements  necessitate  that,  among  other  things,  the  Division  consider  whether  the 
reorganization  will  be  unfair  to  depositors  of  the  Petitioner  and  whether  the  public  will  be  served  by  this 
transaction.  Similarly,  the  merger  must  be  found  to  promote  public  convenience  and  advantage,  including 
a  showing  of  net  new  benefits,  and  not  to  unreasonably  affect  competition  among  banking  institutions. 
Having  considered  the  record  established  in  these  applications,  the  Division  has  determined  that  statutory 
and  administrative  considerations  support  approval  of  the  reorganization  and  subsequent  merger.  In 
making  those  findings,  the  Division  has  noted  that  Marlborough  Co-operative  Bank  has  a  "Satisfactory" 
rating  for  its  performance  under  the  Commonwealth's  Community  Reinvestment  Act. 

In  accordance  with  these  findings  and  pursuant  to  statute,  I  hereby  approve  the  reorganization 
including  the  merger  of  Marlborough  with  and  into  Marlborough  Interim  Co-operative  Bank  subject  to 
the  submission  to  the  Division  of  a  favorable  tax  ruling,  opinion  of  counsel  or  other  opinion  of  recognized 
experts  in  the  field  of  taxation  no  later  than  at  the  time  of  closing  of  the  transaction  and  the  following 
considerations: 

1.  The  reorganization  shall  not  be  consummated  until  all  additional 
regulatory  approvals  have  been  obtained. 

2.  Commencing  with  the  transaction's  effective  date,  the  Division's 
minimum  capital  requirements  for  the  Subsidiary  Bank  and  the  Holding 
Company  are  as  follows: 

a.  the  Subsidiary  Bank's  Tier  1  leverage  capital  ratio  must 

equal  or  exceed  4%,  or  any  such  higher  amount  as 
specified  within  any  formal  or  informal  regulatory  action 
document  required  by  the  Division,  the  Federal  Deposit 
Insurance  Corporation  or  the  Federal  Reserve,  based 
upon  the  Subsidiary  Bank's  most  recent  Federal  Deposit 
Insurance  Corporation  Report  of  Condition  and  Income 
and  any  amendments  thereto.  The  amount  of  capital 
shall  be  calculated  in  accordance  with  12  CFR  Part  325. 
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the  Holding  Company's  consolidated  Tier  1  leverage 
capital  ratio  must  equal  or  exceed  4%,  or  any  such 
higher  amount  as  specified  within  any  formal  or  informal 
regulatory  action  document  required  by  the  Division,  the 
Federal  Deposit  Insurance  Corporation  or  the  Federal 
Reserve,  based  upon  its  most  recent  call  report  or  any 
amendment  thereto  as  reported  to  the  federal  or  state 
authority;  and 


c.  if  the  minimum  capital  ratios  fall  or  would  fall  below 

those  stated  in  clauses  a  and  b,  the  Commissioner  may 
impose  further  conditions  or  restrictions  on  the  payment 
of  dividends.  There  will  be  no  dividend  restrictions 
other  than  those  found  in  Massachusetts  General  Laws 
chapter  172,  section  28,  so  long  as  the  minimum  capital 
ratios  set  out  herein  are  maintained. 

3.  After  the  completion  of  the  reorganization 

a.  the  Holding  Company  may  engage  in  only  such  activities 
as  are  now  or  may  hereinafter  be  activities  authorized  for 
a  mutual  holding  company  under  section  7  and  other 
applicable  provisions  of  chapter  1 67H  and 

b.  the  Subsidiary  Bank  may  engage  in  any  investment  or 
activity  which  it  may  from  time  to  time  engage  in  as  a 
state-chartered  co-operative  bank  in  stock  form. 

4.  That  the  proposed  merger  shall  not  become  effective  until  a  Certificate 
of  Consolidation  signed  by  the  Presidents  and  Clerks  or  other  duly 
authorized  officers  of  each  bank  indicating  that  each  institution  has 
complied  with  the  provisions  of  Massachusetts  General  Laws  chapter  170, 
section  25  and  chapter  167H,  section  7,  clause  (2)  has  been  returned  with 
my  endorsement  thereon. 

5.  That  Articles  of  Organization  and/or  Charter  documents  and  Articles  of 
Merger  be  placed  on  record  with  the  Office  of  the  Secretary  of  State. 

6.  That  the  proposed  merger  be  consummated  within  one  year  of  the  date 
of  this  Decision. 
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JAN  25  1299 

IN  THE  MATTER  OF  CENTRAL  BANCORP, tai^'ty  °f  Massachusetts 
PETITION  TO  ACQUIRE  THE  CAPITAL  STOCK  OFDePps,*°r¥  ™W 
CENTRAL  CO-OPERATIVE  BANK,  SOMERVILLE,  MASSACHUSETTS 


Central  Co-operative  Bank  (the  "Bank"),  Somerville,  Massachusetts,  a  state-chartered  co-operative 
Bank  and  Central  Bancorp,  Inc.  (the  "Petitioner"),  a  recently  organized  Massachusetts  corporation,  have 
filed  with  the  Division  of  Banks  (the  "Division")  for  approval  of  a  Plan  of  Reorganization  and  Acquisition 
(the  "Plan")  dated  as  of  August  13,  1998.  Under  the  terms  of  said  Plan,  the  Petitioner  will  acquire  all  of 
the  issued  and  outstanding  shares  of  the  Bank's  common  stock,  other  than  shares  held  by  stockholders 
asserting  dissenters'  rights,  in  exchange  for  shares  of  the  Petitioner's  common  stock  pursuant  to  the 
provisions  of  Massachusetts  General  Laws  chapter  172,  section  26B.  The  Bank  will  then  become  a  wholly 
owned  subsidiary  of  the  Petitioner  as  a  result  of  this  corporate  reorganization. 

In  accordance  with  the  provisions  of  said  section  26B,  the  Petitioner  and  the  Bank  have  submitted 
the  requisite  certificates  of  approval  by  their  respective  authorized  officers.  Notices  have  been  given  to 
stockholders  of  the  Bank  and  to  the  public.  The  deadline  for  filing  comments  has  passed.  Consequently, 
the  Plan  has  been  considered  in  conformity  with  the  cited  statutory  provisions. 
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With  reference  to  this  petition,  no  bank  expansion  in  the  form  of  either  a  merger  or  multibank 
holding  company  acquisition  is  involved,  thus  bank  competition  will  not  be  adversely  affected  by  approval 
of  the  proposed  transaction.  According  to  information  provided  in  the  application,  the  Bank's  services 
will  not  be  affected  as  a  result  of  this  acquisition.  The  Petitioner  believes  that  a  holding  company 
structure  will  provide  flexibility  for  meeting  the  future  financial  needs  of  the  Bank  or  other  subsidiaries 
of  the  Petitioner  and  for  responding  to  competitive  conditions  in  the  financial  services  industry.  Upon 
review,  the  Bank  was  found  to  have  an  "Satisfactory"  rating  in  the  most  recent  examination  of  its 
performance  under  the  Community  Reinvestment  Act.  Therefore,  public  convenience  and  advantage 
considerations  support  approval  of  this  petition.  The  Division's  economic  and  financial  reviews  were  also 
found  to  weigh  in  favor  of  this  application. 

Therefore,  based  upon  the  review  of  the  record  of  this  application  and  a  determination  that  the 

provisions  of  said  section  26B  have  been  met,  approval  is  hereby  granted  for  the  Petitioner's  acquisition 

of  the  Bank  through  this  reorganization,  subject  to  the  following  provisions: 

1.  After  the  completion  of  the  reorganization  of  the  Bank  into  the  holding  company 

structure  the  following  investments  and  activities  shall  be  authorized: 

(a)  Central  Bancorp,  Inc.  may  engage  directly  or  indirectly  in  only 
such  activities  as  are  now  or  may  hereafter  be  proper  activities 
for  bank  holding  companies  registered  under  the  Federal  Bank 
Holding  Company  Act  of  1956,  as  amended; 

(b)  the  Bank  may  engage  in  any  investment  or  activity  which  the 
Bank  may  from  time  to  time  engage  in  as  a  Massachusetts- 
chartered  co-operative  bank;  and 

(c)  Central  Bancorp,  Inc.  and  the  Bank  may  engage  in  any  other 
investment  or  activity  hereafter  authorized  by  the  Commissioner 
of  Banks  under  applicable  law. 


Commencing  with  the  effective  date  of  the  acquisition,  the  Division's  minimum 
capital  requirements  for  the  Bank  and  Central  Bancorp,  Inc.  are  as  follows: 

(a)  the  Bank's  Tier  I  leverage  capital  ratio  must  equal  or  exceed  4%, 
or  any  such  higher  amount  as  specified  within  any  formal  or 
informal  regulatory  action  document  required  by  the  Division,  the 
Federal  Deposit  Insurance  Corporation  or  the  Federal  Reserve, 
based  upon  the  Bank's  most  recent  Federal  Deposit  Insurance 
Corporation  Report  of  Condition  and  Income  and  any 
amendments  thereto.  The  amount  of  capital  and  assets  shall  be 
calculated  in  accordance  with  12  CFR  Part  325; 

(b)  Central  Bancorp,  Inc.'s  consolidated  Tier  1  leverage  capital  ratio 
must  equal  or  exceed  4%  or  any  such  higher  amount  as  specified 
within  any  formal  or  informal  regulatory  action  document 
required  by  the  Division,  the  Federal  Deposit  Insurance 
Corporation  or  the  Federal  Reserve,  based  upon  its  most  recent 
call  report  or  any  amendment  thereto  as  reported  to  the  federal 
or  state  authority;  and 

(c)  if  the  minimum  capital  ratios  fall  or  would  fall  below  those  stated 
in  clauses  (a)  and  (b),  the  Commissioner  may  impose  further 
conditions  or  restrictions  on  the  payment  of  dividends.  There 
will  be  no  dividend  restrictions  other  than  those  found  in 
Massachusetts  General  Laws  chapter  172,  section  28,  so  long  as 
the  minimum  capital  ratios  set  out  herein  are  maintained. 

This  acquisition  shall  conform  with  and  become  effective  in  accordance  with  the 
provisions  of  Section  2  of  the  Plan  of  Reorganization  and  Acquisition. 
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